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A   FETTERED   CURRENCY, 


CHAPTER  I. 

LESSONS  FROM  THE  FAMINE  OF  1846-7. 

The  two  great  parties  into  which  the  country  was 
divided  on  the  subject  of  our  commercial  relations 
with  foreign  states,  maintained  principles  diametri- 
cally opposite  on  the  effects  to  be  anticipated  from  the 
adoption  of  their  respective  systems.  The  Free-Traders 
constantly  alleged,  that  the  great  thing  was  to  in- 
crease our  importations ;  and  that,  provided  this  was 
done,  government  need  not  disquiet  themselves  about 
our  exhortations.  Individuals,  it  was  said,  equally 
with  nations,  do  not  give  their  goods  for  nothing : 
if  foreign  produce  of  some  sort  comes  in,  British 
produce  of  some  sort  must  go  out.  Both  parties  will 
gain  by  the  exchange.  The  inhabitants  of  this 
country  will  devote  their  attention  to  those  branches 
of  industry  in  which  we  can  undersell  foreign  nations, 
and  they  will  devote  their  attention  to  those  branches 
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of  industry  in  which  they  can  undersell  us.  Neither 
party  will  waste  their  time,  or  their  labour,  upon 
yain  attempts  to  raise  produce  for  which  nature  has 
not  given  them  the  requisite  facilities.  Both  will  buy 
cheaper  than  they  could  have  done  if  an  artificial 
system  of  protection  had  forced  the  national  industry 
into  a  channel  which  nature  did  not  intend,  and  ex- 
perience does  not  sanction.  We  may  be  fed  by  the 
world,  but  we  will  clothe  the  world.  The  abstraction 
of  the  precious  metals  is  not  to  be  dreaded  under 
such  a  system,  for  how  are  the  precious  metals  got 
save  in  exchange  for  manufactures?  Their  existence 
in  this  country  presupposes  the  exit  of  a  proportionate 
amount  of  the  produce  of  British  industry.  Nobody 
gives  dollars,  any  more  than  corn,  for  nothing.  Our 
farmers  must  take  to  dairy  and  pasture  cultivation 
to  a  greater  extent  than  heretofore.  A  certain 
number  of  agricultural  labourers  may,  it  is  true,  be 
thrown  out  of  employment  by  the  displacing  of  rural 
industry  in  making  the  transition  from  the  one  species 
of  country  labour  to  the  other  ;  but  the  evil  will  only 
be  temporary,  and  they  will  speedily  be  absorbed  in 
the  vast  extension  of  our  manufacturing  industry. 
High  prices  need  never  be  feared  under  such  a 
system:  a  bad  season  is  never  universal  over  the 
world  at  the  same  time  ;  and  free-trade  will  perma- 
nently let  in  the  superfluity  of  those  countries  where 
food  is  abundant,  to  supply  the  deficiencies  of  those 
in  which,  from  native  sources,  it  is  scanty. 

The  Protectionists  reasoned  after  an  entirely  dif- 
ferent manner.     The    doctrines  of  free-trade,    they 
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observed,  perfectly  just  in  their  application  to  different 
provinces  of  the  same  empire,  are  entirely  misplaced 
if  extended  to  different  countries  of  the  world,  the 
more  especially  if  placed  in  similar,  or  nearly  simi- 
lar circumstances.  The  state  of  smothered  or  open 
hostility  in  which  they  are  in  general  placed  towards 
each  other,  if  their  interests  are  at  all  at  variance ;  the 
necessity  of  sheltering  infant  manufacturing  industry 
from  the  dangerous  competition  of  more  advanced 
civilisation,,  or  protecting  old-established  agricultural 
industry  from  the  ruinous  inroad  of  rude  produce 
from  poorer  states,  in  which  it  is  raised  cheaper  be- 
cause money  is  less  plentiful, — render  it  indispensable 
that  protection  should  exist  on  both  sides.  If  it 
does  not,  the  inevitable  result  will  be,  that  the  cul- 
tivators of  the  young  state  will  destroy  the  agricul- 
ture of  the  old  one,  and  the  manufacturers  of  the  old 
one  extinguish  the  industry  of  the  young.  This  effect 
is  inevitable,  and,  to  all  appearance,  will  ever  con- 
tinue ;  for  the  experience  of  every  age  has  demon- 
strated that  so  great  is  the  effect  of  capital  and 
civilisation  applied  to  manufactures,  and  so  incon- 
siderable, comparatively  speaking,  their  influence 
upon  agriculture,  that  the  old  state  can  always 
undersell  the  new  one  in  the  industry  of  towns,  and 
the  new  one  undersell  the  old  one  in  the  industry 
of  the  country.  The  proof  of  this  is  decisive. 
England,  by  the  aid  of  the  steam-engine,  can  un- 
dersell the  inhabitants  of  Hindostan  in  the  manufac- 
ture of  muslins  from  cotton  grown  on  the  banks 
of  the  Ganges ;   but   with   all   the   advantages   of 
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chemical  manure  and  tile  draining,  it  is  undersold 
in  the  supply  of  food  by  the  cultivators  on  the 
Mississippi. 

This  being  a  fixed  law  of  nature,  evidently  intended 
to  check  the  growth  of  old  states,  and  promote  the 
extension  of  mankind  in  the  uncultivated  parts  of  the 
earth,  it  is  in  vain  to  contend  against  it.  So  violently 
does  free-trade  displace  industry  on  both  sides,  where 
its  principles  are  fully  established,  that  it  is  scarcely 
possible  to  conceive  that  two  nations  should  at  the 
same  time  run  into  the  same  glaring  mistake ;  and 
thence  the  common  complaint  that  no  benefit  is  gained, 
but  an  infinite  loss  sustained,  by  its  establishment  in 
any  one  country,  and  that  reciprocity  is  on  one  side 
only.  As  no  adequate  exchange  of  manufactures  for 
subsistence  is  thus  to  be  looked  for,  there  must  arise, 
in  the  old  state,  under  the  free-trade  system,  a  constant 
exportation  of  the  precious  metals,  attended  by  fre- 
quent commercial  crises, and  a  constant  increase  in  the 
weight  of  direct  taxation.  Should  it  prove  otherwise, 
and  two  nations  both  go  into  the  same  system,  it 
could  lead  to  no  other  result  but  the  stoppage  of  the 
growth  of  civilisation  in  the  young  one,  and  the 
destruction  of  national  independence  in  the  old.  The 
former  would  never  succeed  in  establishing  commerce 
or  manufactures,  because  of  the  competition  of  the 
steam-engine  in  its  aged  neighbour  ;  the  latter  would 
become  dependent  for  subsistence  on  the  plough  of 
the  young  one.  The  rising  agricultural  state  would 
be  chained  for  ever  to  the  condition  of  the  serfs  in 
Poland ;  the  stationary  commercial  state  would  fall 
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into  the  degrading  dependence  of  ancient  Rome  on 
the  harvests  of  Egypt  and  Libya. 

Had  it  not  been  for  the  calamitous  issue  of  the 
last  harvest  in  a  part  of  the  empire,  it  might  have 
been  difficult  to  say  to  which  side  the  weight  of 
reason  preponderated  in  these  opposite  arguments ; 
and  probably  the  people  of  the  country  would  have 
continued  permanently  divided  on  them,  according 
as  their  private  interests  or  wishes  were  bound  up 
with  the  buying  and  selling,  or  raising  and  producing 
classes  in  society.  But  an  external  calamity  has 
intervened  ; — Providence  has  denied,  for  a  season,  to 
one  of  the  fruits  of  the  earth,  its  wonted  increase. 
The  potato-rot  has  appeared  ;  and  nearly  the  whole 
subsistence  of  the  people  in  the  south  and  west  of 
Ireland,  and  in  the  Western  Highlands  of  Scotland, 
has  been  destroyed.  Between  the  failure  in  the 
potato  crop,  and  the  deficiency  in  that  of  oats,  at  least 
£15,000,000  worth  of  the  wonted  agricultural  pro- 
duce has  disappeared  in  the  British  islands.  And 
the  appearances  which  we  now  see  around  us  are 
solely  and  entirely  to  be  ascribed  to  that  deficiency. 
No  one  need  be  told  what  these  appearances  are,  or 
how  deeply  they  have  trenched  upon  the  usual  sources 
of  prosperity  in  the  empire :  they  have  been  told 
again  and  again,  in  parliament,  at  public  meetings, 
and  by  the  press,  usque  ad  nauseam.  Government 
has  acted,  if  not  judiciously,  at  least  in  the  right 
spirit ;  its  errors  have  been  those  of  information,  not 
of  intention.  The  monster  meetings,  the  flagrant  in- 
gratitude, the  broken  promises  of  the  Irish  Catholics, 
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have  been  forgotten.  England,  as  a  nation,  has 
acted  nobly ;  she  has  overlooked  her  wrongs :  she 
saw  only  her  fellow-subjects  in  distress.  £10,000,000 
sterling  have  been  voted  by  parliament  in  a  single 
year  for  the  relief  of  Irish  destitution.  Magnificent 
subscriptions,  from  the  throne  downwards,  have 
attested  the  sympathy  of  the  British  heart  with  the 
tale  of  Irish  and  Highland  suffering.  But,  notwith- 
standing all  these  astonishing  exertions,  and  notwith- 
standing the  existence  of  an  unprecedented  demand 
for  labour  in  most  parts  of  the  country,  in  consequence 
of  vast  railway  undertakings  being  on  foot,  on  which 
at  least  £30,000,000  must  be  expended  annually 
for  three  or  four  years  to  come,  distress  is  in  many 
places  most  acute,  in  all  severely  felt.  And  what  is 
very  remarkable,  and  may  be  considered  as  a  dis- 
tinctive sign  of  the  times,  specially  worthy  of  uni- 
versal attention,  the  suffering  has  now  spread  to 
those  classes  which  are  farthest  removed  from  the 
blight  of  nature,  and  fastened  upon  those  interests 
which,  according  to  the  generally  received  opinion, 
should  have  been  benefited  rather  than  injured  by  the 
calamity  which  has  occurred. 

That  some  millions  of  cultivators  in  the  south-west 
of  Ireland,  and  some  hundred  thousand  in  the  West 
Highlands  of  Scotland,  should  be  involved,  literally 
speaking,  in  the  horrors  of  famine,  in  consequence 
of  the  universal  failure  of  the  crop  which  constituted 
at  once  their  sole  object  of  labour  and  only  means  of 
subsistence,  may  easily  be  understood.  That  this 
alarming  failure  should  raise  prices  of  every  sort  of 
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food  to  the  scarcity-level  in  every  part  of  the  empire, 
is  equally  intelligible ;  and  that  government,  in  con- 
formity with  the  universal  sense  of  the  nation,  should, 
in  such  an  extremity,  throw  open  the  ports  to  all 
kinds  of  food,  and  thereby  let  in  an  unexampled 
amount  of  foreign  produce  to  supply  the  failure  of 
that  usually  raised  at  home,  is  an  equally  intelligible 
consequence.  It  may  not  be  considered  surprising, 
that  starving  multitudes  should  issue  in  all  directions 
from  the  scene  of  wo  in  the  Emerald  Isle,  to  seek 
relief  from  the  industry  or  charity  of  Great  Britain  ; 
and  that  all  the  great  towns  in  the  west  of  the  island 
should  be  overwhelmed  with  pauperism  and  typhus 
fever,  in  consequence  of  their  being  the  first  to  be 
reached  by  the  destructive  flood ;  although  it  was 
hardly  to  be  expected  that  a  hundred  and  thirty-two 
thousand  applications  for  relief  were  to  be  made  to 
the  parochial  authorities  of  Liverpool  in  a  single 
week ;  and  that  they  returned  thanks  to  Heaven 
when  the  influx  of  Irish  paupers  was  reduced  to  two 
thousand  a-weekl  But  the  remarkable  thing,  and 
the  thing  which  the  commercial  classes  certainly  did 
not  expect,  is  this,  —  The  calamity  has  now  reached 
themselves,  although  the  hand  of  Providence  has  only 
stricken  the  producing  agricultural  classes.  Trade 
never  was  lower,  moneyed  distress  never  more  severe, 
markets  of  all  sorts  never  were  more  rapidly 
declining,  than  during  a  period  when  importations 
of  all  sorts  have  been  most  rapidly  increasing. 
Nearly  all  the  manufactories  in  Lancashire  and  Lan- 
arkshire are  put  on  short  time;  the  public  funds  and 
stocks  of  all  sorts  are  falling ;    the  rate  of  bankers* 
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advances  in  Scotland  is  raised  to  sia?  per  cent ;  * 
seven  per  cent  is  charged  in  Liverpool  and  Glasgow 
on  railway  advances,  and  permanent  loans  are  taken 
on  railway  debentures  by  the  most  experienced  per- 
sons for  three  years  at  five  per  cent ;  the  Bank  of 
England  has  raised  its  discounts ;  our  exports  are 
rapidly  declining ;  and  all  at  a  time  when  the  im- 
portation of  all  sorts  of  rude  produce  is  on  an  unpre- 
cedented scale  of  magnitude,  and  the  warehouses  of 
Liverpool  and  Glasgow  are  literally  bursting  with  the 
prodigious  mass  of  grain  stored  in  them  from  all 
parts  of  the  world ! 

Fortunately,  statistical  documents  exist,  derived 
from  official  sources,  which  demonstrate  beyond  the 
possibility  of  doubt  the  coexistence  of  this  vast 
increasem  the  amount  of  subsistence  imported,  and  this 
vast  diminution  in  the  amount  of  manufactures  raised 
or  exported  in  all  parts  of  the  British  empire.  A 
paper  has  lately  been  presented  to  parliament,  show- 
ing the  amount  of  imports,  exports,  and  shipping  dur- 
ing the  year  1846,  compared  with  those  of  1845;  from 
which  this  important  and  luminous  fact  is  decisively 
established,  how  hard  soever  it  may  be  to  compre- 
hend on  the  part  of  a  large  and  influential  portion  of 
our  politicians.  From  this  document  it  appears  that  the 
amount  of  subsistence  imported  in  1846  was  six  times 
greater  than  in  1845,  although  free-trade  only  com- 
menced in  the  middle  of  the  former  year.     It  had 


*  Viz.  5^  per  cent  on  all  advances  on  cash  or  current  accounts, 
and  |  per  cent  commission  on  all  sums  overdrawn.  It  is  now  six 
per  cent,  on  advances  of  every  sort,  independent  of  commission. — 
(June,  1847.) 
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reached  the  unparalleled  amount,  in  1846,  of  grain 
or  flour  equal  to  five  millions  and  a  half  quarters 
of  grain.  The  tonnage  inwards  had  turned  five 
millions  of  tons ;  the  custom-house  duties,  not- 
withstanding the  numerous  reductions  of  duties  on 
imported  articles,  had  risen  £700,000  above  the 
preceding  year,  and  still  kept  above  £22,000,000 
sterling.  Here,  then,  were  all  the  sources  and  marks 
of  prosperity,  so  far  as  they  depended  on  importa- 
tions, in  a  state  of  unexampled  vigour  and  efficiency. 
Was  this  attended,  as  we  were  constantly  told  it 
would  be,  by  a  corresponding  impulse  given  to  our 
manufactures  ?  Has  the  increased  activity  of  our  ma- 
nufacturing cities  compensated  for  the  sterility  of  so 
large  a  part  of  our  fields  ?  The  fact  is  just  the  reverse. 
Though  free-trade  has  only  been  in  operation  for  the 
last  six  months  of  1846,  they  were  signalised  by  a 
universal  decline  in  all  the  principal  articles  of  our 
exportation ;  and,  according  to  the  unanimous  voice  of 
all  practical  men, trade,  so  far  as  exports  or  production 
is  concerned,  never  was  in  a  more  depressed  state 
than  when,  so  far  as  imports  are  concerned,  it  had 
attained  an  unprecedented  extension* 

1845.  1846. 

.♦Custom-House  Duties  on  Imports,      .       £21,860,353        £22,498,827 
Exports,  declared  value,  .         .         .     53,298,026  51,279,735 

Tonnage, 5,023,588  5,030,771 

Return,  25th  February,  1847. 

Of  which  1845.  1846. 

Exports  of  Cotton  Manufactures,    .  .£19,156,096  £17,726,966 

Hardware,        .        .  .           2,183,000  2,188,057 

Woollen  Yarn,      .         .  .       1,066,925  907,893 

Linens,               .         .  .            3,036,370  2,838,384 

Woollen  Manufactures,  .       7,693,117  6,334,298 

Yarn,        ....  1,060,566  875,556 

Return,  25th  February,  1847. 
The  official  value  of  Imports  for  1846  has  not  yet  been  made  up. 
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Never  was  a  truer  observation  than  that  made  by 
the  Free-Traders,  when  they  assert  that  goods  will  not 
be  sent  into  a  nation  for  nothing ;  and  that,  if  our 
imports  increase,  something  that  goes  out  must  have 
received  a  proportional  augmentation.  They  forget 
only  one  circumstance,  which,  however,  is  of  some 
little  consequence,  namely,  that  two  things  may  go 
out,  goods  or  specie.  We  have  melancholy  proof, 
in  the  present  state  of  the  money  market,  that  the 
latter  occurrence  has  taken  place  to  an  inconvenient 
and  distressing  extent,  and  that  this  is  the  direct 
cause  of  the  extravagant  rate  of  interest  charged  on 
bankers'  advances,  and  the  general  scarcity  of  money 
felt  throughout  the  country.  That  the  capital  of  the 
country  is  not  only  sufficient,  but  abundant,  is  deci- 
sively proved  by  the  fact  that,  notwithstanding  the 
vast  extent  of  the  railway  and  other  undertakings 
of  a  public  character  going  on  both  in  Great  Bri- 
tain and  Ireland,  government  has  borrowed  the 
£8,000,000  for  the  relief  of  Ireland  at  £3,  7s.  6d. 
per  cent.  The  three  per  cents  are  about  88,  yielding 
about  the  same  return  for  money.  But  is  currency 
equally  abundant  ?  So  far  from  it,  the  bankers  are 
charging  six,  and  the  persons  making  advances  on 
railway  concerns  seven  per  cent.  The  holder  of 
capital  is  glad  if  he  can  get  three  and  a  half  per 
cent ;  but  the  holder  of  currency  will  not  let  his 
notes  or  sovereigns  out  of  his  hand  for  less  than  six 
or  seven  per  cent.  Can  there  be  a  more  convincing 
proof  that  the  currency  of  the  country  has  been  un- 
duly drained  away,  and  that  the  present  monetary 
system,  which  forbids  any  extension  of  it  in  paper 
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when  the  specie  is  abstracted,  is  based  on  a  wrong 
foundation  ?  Nor  is  it  surprising  that  the  currency 
should  be  straitened,  when  it  is  notorious  that  every 
packet  which  goes  out  to  America  takes  out  vast  sums 
to  that  continent  to  pay  for  the  immense  quantities 
of  grain  which  are  brought  in.  That  drain  only 
began  to  be  felt  in  a  serious  manner  within  the  last 
two  months,  because  the  great  shipments  from 
America  took  place  in  November  and  December  last, 
when  the  failure  of  the  potato  crop  in  this  country 
was  fully  ascertained ;  and  consequently,  the  pay- 
ments by  bills  at  three  months  required  to  be  met 
in  February  and  March.  And  when  it  is  recol- 
lected that  the  quantity  of  grain  imported  in  seven 
months  only — viz.  from  5th  July  1846,  to  5th 
February  1847  —  exceeded  tia  millions  of  quarters, 
at  the  very  time  that  all  our  exports  were  diminish- 
ing, it  may  be  imagined  how  prodigious  must  have 
been  the  drain  upon  the  metallic  resources  of  the 
country  to  make  up  the  balance.* 

*  Table  showing  the  quantity  of  grain,  including  flour  and  meal, 
entered  for  home  consumption,  from  5th  July  1846,  to  5th  February 
1847,  from  the  London  Gazette  official  returns  : — 

Quarters  of  grain  (including  flour  and  meal)  entered  for       qrs. 
home  consumption,  in  the  months  from  5th  July  to  5th 
January,  as  reported  1st  February,       .        .         .         5,148,4*9 

Quantity  duty  paid  in  month  ending  5th  Feb.     539,418 
Do.        do.  flour  and  meal,  427,036  cwts.        142,345 

681,763 


Quantity  which  paid  duty  up  to  5th  January,  .        5,830,212 

In  bond,  5th  February,         ....        68,939 

Do.  do.  flour  and  meal,  318,240  cwts.  106,080 

175,019 

Quantity  in  qrs.  of  duty  paid  and  presently  in  bond, )    „  nne  OQ1 

from  month  ending  5th  July  to  5th  Feb.  .       {   *>>W5>i6i 
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Sorely  perplexed  with  results  so  diametrically 
opposed  to  all  their  doctrines  as  to  an  increase  of 
importation  being  necessarily  attended  with  a  pro- 
portionate increase  of  exportation,  and  of  all  appre- 
hension of  an  undue  pressure  thence  arising  on  the 
money  market  being  chimerical,  the  Free-Traders  lay 
it  all  upon  the  famine  at  home  or  abroad.  The 
potato-rot,  it  is  said,  has  concealed  the  effects  of 
free-trade:  distress  in  foreign  nations  has  disabled 
them  from  purchasing  our  manufactures  in  return  for 
their  rude  produce;  the  increase  of  British  importation 
has  come  too  soon  to  operate  as  yet  on  their  purchase 
of  our  manufactures.  Here  again  the  facts  come 
decisively  to  disprove  the  theoretical  anticipations. 
So  far  has  the  increase  of  our  importations  been 
from  being  sudden,  and  come  last  year  for  the  first 
time  on  foreign  nations,  it  has  been  remarkably 
gradual,  and  has  gone  on  for  years,  having  received 
only  a  great  impulse  in  the  articles  on  which  the 
duty  was  lessened  or  removed  last  summer.  Our 
general  imports  have  steadily  increased  for  the  last 
three  years;  and  in  particular  articles  the  same 
progress  has  been  conspicuous*  How,  then,  has  it 
happened  that^this  general,  continued,  and  steady 
increase  of  imports  has  issued  only  in  a  diminution 


1844. 

1845. 

1846. 

*  Imports,  total  official  value, 

£75,441,555 

£85,281,958 

Not  pet  made  up. 

Sugar,  cwts. 

4,139,983 

4,880,780 

£5,231,818 

Tea,  lbs 

41,369,351 

44,195,321 

46,728,208 

Coffee,  lbs.    . 

31,391,297 

34,318,121 

36,781,391 

Butter,  cwts.     . 

180,965 

240,118 

255,130 

Cheese,  cwts. 

212,286 

258,246 

327,490 

Live  animals,  No. 

8,007 

34,426 

140,752 

Brandy, 

1,033,650 

1,058,777 

1,515,954 

Geneva,    .... 

14,937 

15,536 

40,266 

Rum,    .... 

2,198,870 

2,469,485 

2,683,515 
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to  an  alarming  extent  of  exports  ?  And  observe,  the 
countries  from  which  we  have  imported  so  largely 
last  year  of  grain  and  articles  of  subsistence,  have 
not  only  not  suffered  by  the  scarcity  general  on  the 
Continent,  but  have  profited  immensely  by  it.  Ame- 
rica has  been  blessed  with  a  splendid  crop  of  every 
species  of  grain ;  and,  in  consequence  of  the  famine 
in  Ireland,  and  severe  scarcity  in  France,  prices  of 
grain  have  risen  to  triple  their  former  amount  in  the 
United  States.  It  has  risen  so  much  in  the  southern 
states  of  Russia,  that  the  Emperor  of  Russia  has 
prohibited  the  further  exportation  of  it  from  the 
Black  Sea.  But  all  these  floods  of  wealth  flowing 
into  the  great  grain  states  from  the  failure  of  the 
crops  in  France  and  Ireland,  have  been  unavailing  to 
produce  any  increased  activity  in  our  manufactures. 
On  the  contrary,  they  are  all  declining ;  and  our  im- 
mense importations  of  food  are  almost  all  paid  for  by 
direct  exportations  of  the  precious  metals. 

In  truth,  the  general  depression  of  manufactures  in 
all  the  chief  seats  of  these  is  so  serious,  that  it 
is  evidently  owing  to  a  much  more  general  and  strin- 
gent cause  than  the  decline,  considerable  as  it  is,  in 
our  exports.  It  is  not  a  decrease  of  two  millions 
out  of  fifty-three  millions — in  other  words,  of  less 
than  a  five-and-twentieth  part,  which  will  explain  the 
general  putting  of  mills  in  Lancashire  and  Lanark- 
shire on  short  time,  the  fall  in  the  value  of  all  kinds 
of  stock,  and  general  decline  in  the  vent  for  all  kinds 
of  manufactured  produce.  It  is  in  the  home  markets 
that  the  real  and  blighting  deficiency  is  experienced. 
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And  what  is  the  cause  of  this  decline  in  the  home 
market  ?  The  Free-Traders  are  the  first  to  tell 
us  what  has  done  it.  It  is  the  famine  in  Ireland. 
The  total  manufactured  produce  of  the  island  is  cer- 
tainly not  under  £200,000,000*  annually,  of  which 
somewhat  above  £51,000,000  is  for  the  foreign  mar- 
kets of  the  world.  What  is  a  deficiency  of  £2,000,000 
in  such  a  mass  ?  If  that  had  been  the  only  decline 
that  had  taken  place,  it  would  have  been  scarcely 
perceptible,  and  would  have  left  no  visible  effects  on 
our  commercial  activity  or  general  prosperity.  It  is 
clear  that  the  great  falling  off  must  have  been  in  the 
home  market.  Nor  is  it  difficult  to  see  how  this  has 
happened.  Fifteen  millions'  worth  of  agricultural 
produce  has  disappeared;  prices  of  wheat  have  risen  in 
consequence  to  85s.  a  quarter,  and  those  of  oats  in  a 
still  higher  proportion;  and  an  alarming  drain  upon  the 
metallic  resources  of  the  country  taken  place.  It  is 
this  which  has  paralysed  the  manufactures  and  de- 
pressed the  commerce  of  the  country.  And  when  it 
is  recollected  that  the  home  market  now  consumes 
little  short  of  £150,000,000  a-year,  it  may  easily  be 
conceived  what  a  serious  check  to  industry  a  dimi- 
nution to  the  amount  of  even  an  eighth  or  a  tenth  of 
the  usual  domestic  purchases  must  occasion. 

The  Free-Traders  say,  that  the  famine  in  Ireland 

*  In  1840,  the  total  amount  was  estimated  at  £180,000,000,  of  which 
,£47,000,000,  at  that  period,  was  for  exportation,  and  £1 33,000,000 
for  the  home  market.  As  this  £47,000,000  had  swelled,  in  1846,  to 
£53,000,000,  it  is  reasonable  to  suppose  that  the  amount  for  the 
home  market  had  undergone  a  similar  increase,  and  that  the  total 
is  now  about  £200,000,000  annually.  —  See  Spaceman's  Stat.  Tables 
for  1842,  p.  45. 
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has  concealed  the  effects  of  the   adoption   of  their 
system  of  policy  !  and  that  all  the  distress  and  suffer- 
ing which  has  ensued  is  to  be  ascribed  to  that  cause. 
From  the  observations  now  made,  however,  it  is  ap- 
parent that  the  effect  of  the  famine  has  been,  not  to 
conceal  the   effects  of  free-trade,  but  to   accelerate 
them.     For  what  has  the  famine  done  ?     It  has  sim- 
ply caused  fifteen  millions'  worth  of  domestic  agri- 
cultural produce  to  be  exchanged  for  fifteen  millions' 
worth  of  foreign  agricultural  produce.     The  potato 
crop  which  has  perished  in  Ireland,  is  estimated  at 
fifteen  millions'  worth  ;  and,  supposing  that  statement 
is  a  little  exaggerated,  it  is  probable  that,  taking 
into  account  the  simultaneous  failure  in  the  crop  of 
oats,   both  there    and  in  Great    Britain,   the  total 
amount  of  home  agricultural  produce  that  is  deficient 
may  amount  to  that  value.     But  foreign   agricul- 
tural produce,  to  an  equal  or  greater  amount,  has  been 
imported.     Six  millions  of  quarters,  between  grain  of 
all  sorts  and  flour,  have  been  entered  for  home  con- 
sumption in  seven  months  preceding  5th  February, 
1847.     Taking   these   quarters,  on  an  average,  as 
worth  fifty  shillings  to  the  consumer — which  is  cer- 
tainly no  extravagant  estimate,  seeing  wheat  is  up 
at   eighty-five   shillings — we    shall  have,  then,  six 
millions  of  quarters,  worth  fifteen  millions  sterling. 
The  home  agricultural  produce  that  has  failed  is  just 
equal  in  value  to  the  foreign  agricultural  produce 
that  has  been  imported.     The  distress  that  prevails, 
therefore,  is  not  owing  to  any  deficiency  of  food  for 
man  or  animals-  in  the  United  Kingdom,  for  as  much 
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has  come  in,  of  foreign  produce,  as  has  disappeared 
of  domestic.  It  is  entirely  to  be  ascribed  to  the 
supplanting,  in  the  national  subsistence,  of  a  large 
part  of  home  produce  by  an  equally  large  part  of 
foreign  produce.  And  in  the  social,  commercial,  and 
national  effects  which  we  see  around  us,  we  may  dis- 
cern, as  in  a  mirror,  not  merely  the  probable  but 
certain  effects  of  such  a  substitution  if  perpetuated 
to  future  times. 

This  view  of  the  subject  is  of  such  vast  importance 
that  we  deem  it  impossible  to  impress  it  too  strongly 
on  our  readers.  We  have  been  always  told  that  the 
great  thing  is  to  secure  a  large  importation ;  that 
such  a  thing  must  necessarily  lead  to  a  corresponding 
increase  of  exportation ; — that  all  apprehension  about 
the  imports  being  paid  in  gold,  and  not  in  manufac- 
tures, are  chimerical; — that  the  sooner  the  inferior 
lands  in  the  British  islands  go  out  of  cultivation  the 
better ; — that  ample  food  for  the  inhabitants  will 
be  obtained  from  foreign  states ;  and  that  the  agri- 
culturists thrown  out  of  employment  by  the  change 
will  be  rapidly  absorbed,  and  more  profitably  em- 
ployed in  sustaining  our  extended  manufactures. 
Well,  the  thing  has  been  done,  and  the  desired  con- 
summation has  taken  place,  from  an  extraneous 
cause,  even  more  rapidly  than  was  anticipated.  The 
Free-Traders  contemplated  the  substitution  of  foreign 
for  British  agricultural  produce  to  the  extent  of 
fifteen  or  twenty  millions  as  a  most  desirable  result ; 
but  they  only  lamented  it  could  not  be  looked  for 
for  three  or  four  years.      It  would  take  that  time  to 
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beat  down  the  British  farmer ;  to  convince  the  cul- 
tivators of  inferior  lands  of  the  folly  of  attempting  a 
competition  with  the  great  grain  districts  of  the 
Continent.  Providence  has  done  the  thing  at  once. 
We  have  got  on  at  railway  speed  to  the  blessings  of 
the  new  system.  Free-trade  was  to  lead  to  the 
much-desired  substitution  of  six  million  quarters  of 
home  for  six  million  quarters  of  foreign  grain  in 
three  years.  But  the  potato-rot  has  done  it  in  one. 
The  free-trade  policy  could  not  have  done  it  nearly 
so  expeditiously,  but  it  would  have  done  it  as  effec- 
tually. It  is  a  total  mistake,  therefore,  to  represent 
the  famine  in  Ireland  and  the  West  of  Scotland,  as 
an  external  calamity  which  has  concealed  the  natural 
effects  of  free-trade.  It  has  only  brought  them  to 
light  at  once. 

Had  British  agriculture,  instead  of  being  stricken 
with  sterility  by  the  hand  of  Providence,  in  the  poor- 
est and  worst  cultivated  part  of  the  two  islands, 
been  suffered  gradually  to  waste  away,  under  the 
effects  of  a  great  and  increasing  foreign  importation 
in  all  parts  of  the  empire,  the  destruction  of  home 
produce  would  have  been  equally  extensive,  but  it 
would  have  been  more  general.  It  would  have  risen 
to  as  great  an  amount,  but  it  would  not  have  been 
so  painfully  concentrated  in  particular  districts. 
Hundreds  would  not  have  been  dying  of  famine  in 
Skibbereen ;  seed-corn  would  not  have  been  awant- 
ing  in  Skye  and  Mull ;  cultivation  would  not  have 
been  abandoned  in  Tipperary ;  but  the  cessation  of 
agricultural  produce  over  the  whole  empire   would 
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have  been  quite  as  great.  Low  prices  would  have 
done  the  business  as  effectually,  though  not  quite 
so  speedily,  as  the  pestilence  which  has  smitten 
the  potato-field.  Whoever  casts  his  eye  on  the 
table  of  prices,  given  below,*  for  twenty  years 
in  London  and  Dantzic,  must  at  once  see  that, 
under  a  free-trade  system,  as  large  an  importation 
of  foreign  produce,  and  as  extensive  a  contrac- 
tion of  home,  as  has  taken  place  this   year,  is  to 


*  The  following  Table  of  the  Average  Prices  of  Wheat  in  Prussia  and  in 
England,  as  given  in  the  "Prussian  Official  Gazette"  and  the  "London 
Gazette,"  in  each  Year  from  1816  to  1837,  stated  in  English  Measure  and 
Money,  appeared  in  "  The  Bankers'  Circular"  of  16th  February  1846  : — 


Average  Price  in 

Prussia  Proper, 

including  Dantzig 

and  Konigsberg. 

ill 
IP 

1  = 
5S 

Difference  be- 
tween English 
Prices  and  Mean 
of  Prussian  Prices. 

Foreign  Wheat 
and  Flour  con- 
sumed in  Great 
Britain. 

8.    d. 

s.    d. 

8.     d. 

8.    d. 

Qrs. 

1816 

36  9 

44  6 

76  2 

35  6 

225,263 

1817 

52  7 

60  9 

94  0 

37  8 

1,020,949 

1818 

49  6 

53  5 

83  8 

32  2 

1,593,518 

1819 

34  3 

37  6 

72  3 

36  4 

122,133 

1820 

27  3 

30  0 

65  10 

37  2 

34,274 

1821 

25  6 

28  9 

54  5 

27  3 

2 

1822 

26  0 

26  8 

43  3 

16  11 

1823 

24  2 

26  9 

51  9 

26  5 

12,137 

1824 

18  6 

20  0 

62  0 

43  3 

15,777 

1825 

17  3 

17  9 

66  6 

49  0 

525,231 

1826 

18  6 

21  0 

56  11 

37  2 

315,892 

1827 

22  3 

25  9 

56  9 

32  9 

572,733 

1828 

27  2 

28  9 

60  5 

32  5 

842,050 

1829 

32  3 

35  0 

66  3 

32  7 

1,364,220 

1836 

29  6 

34  0 

64  3 

32  6 

1,701,885 

1831 

39  6 

39  0 

66  4 

27  1 

1,491,631 

1832 

34  0 

33  6 

58  8 

24  11 

325,435 

1833 

25  0 

23  6 

52  11 

28  8 

82,346 

1834 

23  9 

23  0 

46  2 

21  10 

64,653 

1835 

23  0 

24  0 

39  4 

15  10 

28,483 

1836 

21  0 

23  0 

48  6 

26  6 

30,046 

1837 

22  6 

26  0 

56  10 

32  7 

244,085 
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be  permanently  looked  for.  The  exportation  and 
dearth  of  the  precious  metals,  and  contraction  of  credit 
now  felt  as  so  distressing,  may  be  expected  to  be  perma- 
nent, if  not  alleeviated  by  a  change  in  our  monetary 
system.  Providence  has  given  us  a  warning  of  the 
effects  of  our  policy,  before  they  have  become  irre- 
parable. We  have  only  to  suppose  the  present 
state  of  commerce  and  manufactures  lasting,  and  we 
have  a  clear  vision  of  the  blessings  of  free-trade,  if 
accompanied  by  a  restricted  currency. 

Nor  is  there  any  difficulty  in  understanding  how 
it  happens  that  the  substitution  of  a  large  portion 
of  foreign,  for  an  equal  amount  of  home-grown  pro- 
duce, occasions  such  disastrous  effects,  and  in  par- 
ticular proves  so  injurious  to  the  commercial  classes, 
who  in  the  first  instance  generally  suppose  they  are 
to  be  benefited  by  the  change.  If  two  or  three 
millions  of  rural  labourers  in  the  poorest  and  worst 
cultivated  districts  of  the  island,  are  thrown  out  of 
employment,  either  by  a  failure  in  the  vegetable  on 
which  alone,  in  their  rude  state,  they  can  employ 
their  labour,  or  by  the  gradual  substitution  of  foreign 
for  home  produce  in  the  supply  of  food  for  the  people, 
it  is  a  poor  compensation  to  them  to  say  that  an 
equal  amount  of  foreign  grain  has  been  brought  into 
the  commercial  emporiums  of  the  empire — that  if 
they  will  leave  Skibbereen  or  Skye,  and  come  to 
Liverpool  or  Glasgow,  they  will  find  warehouses 
amply  stored  with  grain,  which  at  the  highest  cur- 
rent prices  they  will  obtain  to  any  extent  they  de- 
sire.    The  plain  answer  is,  that  they  are  starving; 
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that  their  employment  as  well  as  subsistence  is  gone; 
that  they  have  neither  the  means  of  transport,  nor 
any  money  to  buy  grain  when  they  reach  the  neigh- 
bourhood of  the  bursting  warehouses.  But  then 
they  will  be  absorbed  in  the  great  manufacturing 
districts,  where  their  labour  will  be  more  profitable 
to  themselves  and  others,  than  in  their  native  wilds  ! 
Yes,  there  is  a  process  of  absorption  goes  on,  on  the 
occurrence  of  such  a  crisis ;  but  it  is  not  the  absorp- 
tion of  labour  by  capital,  but  of  capital  by  pauperism. 
Floods  of  starving  destitutes  inundate  every  steam- 
boat, harbour,  and  road,  on  the  route  to  the  scene 
of  wo  ;  and  while  the  interior  of  the  warehouses  in 
the  great  commercial  cities  are  groaning  beneath  the 
weight  of  foreign  grain,  the  streets  in  their  vicinity 
are  thronged  by  starving  multitudes,  who  spread 
typhus  fever  wherever  they  go,  and  fall  as  a  perma- 
nent burden  on  the  poor-rates  of  the  yet  solvent  por- 
tions of  the  community. 

And  the  effect  of  this  importation  of  foreign  grain, 
from  whatever  cause  it  arises,  necessarily  is  to  pre- 
vent this  absorption  of  rural  pauperism  by  manufac- 
turing capital,  to  which  the  Free-Traders  so  confidently 
look  for  the  adjustment  of  society  after  the  change 
has  been  made.  The  nations  who  supply  us  with 
grain  do  not  want  our  manufactures.  They  will  not 
buy  them.  What  they  want,  is  our  money.  They 
have  not  the  artificial  wants  requisite  for  the  general 
purchase  of  manufactures,  and  will  not  have  them 
for  a  century  to  come.  Generations  must  go  to  their 
graves  during  the  transition  from   rustic  content  to 
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civilised  wants.  America  has  sent  us  some  millions 
of  quarters  of  grain  this  year,  but  there  is  no  increase 
in  her  orders  for  our  manufactures.  On  the  contrary, 
they  are  diminishing.  Even  the  Free  Trade 
Journals  now  admit  this ;  constrained,  by  the  evi- 
dence of  their  senses,  to  admit  the  entire  failure  of 
all  their  predictions.*     The  reason  is  evident.    They 

*  "  The  excessive  consumption  of  these  and  other  articles  has, 
however,  only  led  to  a  drain  of  bullion  to  the  extent  of  three  millions 
and  a  half,  while,  upon  a  moderate  computation,  they  would  appear 
to  call  for  three  times  that  amount.  This  is  to  be  accounted  for  by 
two  facts — The  first  being,  that  we  have  not  imported  and  paid  for  as 
much  as  we  have  consumed,  since,  conjointly  with  our  importations, 
we  have  been  steadily  eating  up  former  reserves,  so  that  our  stock  of 
all  kinds — coffee,  sugar,  rice,  &c,  are  low ;  and,  next,  because  we  have 
diminished  our  importations  of  raw  material  in  a  remarkable  degree, 
and  hence,  while  paying  for  provisions,  have  lessened  our  usual  pay- 
ments on  this  score.  Here,  too,  in  like  manner,  we  have  been  drawing 
upon  our  reserves.  Our  manufactures  have  been  carried  on  with 
hemp,  flax,  and  cotton,  which  had  been  paid  for  in  former  years,  and 
we  have  left  ourselves  at  the  present  moment  short  of  all  these 
articles,  the  stock  of  the  latter  alone,  on  the  1st  of  January  last,  as 
compared  with  the  preceding  year,  being  545,790  against  1,060,560 
bales.  We  are  not  only  poorer,  therefore,  by  .all  the  bullion  we  have 
lost,  but  by  all  the  stock  we  have  thus  consumed. 

"  This  process  cannot  go  on  any  longer.  We  have  now  no  accumula- 
tions to  eat  into,  and  must,  consequently,  pay  for  what  we  use. 
Concurrently,  therefore,  with  our  importations  of  corn  and  other 
provisions,  (which  are  now  going  on  at  a  much  greater  rate,  and  at 
much  higher  prices  than  in  1846,)  and  just  in  proportion  as  they 
beget  a  demand  for  our  manufactures,  we  must  have  importations 
of  raw  material.  Large  purchases  of  hemp  and  flax  are  alleged  to 
have  been  made  in  the  north  of  Europe,  for  spring  shipment,  and 
cotton  from  the  United  States  is  only  delayed  by  the  want  of  ships. 
Wool  from  Spain  and  the  Mediterranean,  saltpetre,  oil-seeds,  &c, 
from  India,  and  a  host  of  minor  articles,  have  also  been  kept  back 
by  the  same  cause,  and  will  pour  in  upon  us  to  make  up  our  defi- 
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want  our  money,  and  our  money  they  will  have ; 
and  if  they  find  our  manufactures  are  beginning  to 
flow  in,  in  enlarged  quantities,  in  consequence  of  our 
purchase  of  their  grain,  they  will  soon  stop  the 
influx  by  a  tariff.  This  is  what  we  did,  when  situated 
as  they  are  —  it  is  what  all  mankind  will,  and  must 
do,  in  similar  circumstances.  It  was  distinctly 
perceived  and  foretold  by  the  Protectionists  that  this 
effect  would  follow  from  free-trade,  and  that,  unless 
something  was  done  to  enlarge  the  currency  to  meet 
it,  a  commercial  crisis  would  ensue.  These  words 
published  a  year  ago  might  pass  for  the  history  of 
the  time  in  which  we  now  live  :  —  "  Under  the  pro- 
posed reduced  duties  during  the  next  three  years,  and 
trifling  duty  after  that  period  on  all  sorts  of  grain, 
there  can  be  no  doubt  that  a  very  great  impulse  will 
be  given  to  the  corn-trade.  It  being  now7  ascer- 
tained, by  a  comparison  of  the  prices  during  the  last 

ciencies  directly  any  relaxation  shall  take  place  (if  such  could  be 
foreseen)  of  the  universal  influx  of  grain.  In  this  way,  just  as  one 
cause  of  demand  diminishes  the  other  will  increase,  and  the  balance 
will  be  kept  up  against  us  for  a  period  to  which  at  present  it  is  im- 
possible to  fix  a  limit. 

"  We  thus  see  that  no  call  that  can  possibly  arise  for  our  manufac- 
tures can  have  the  effect  of  preventing  a  continuous  drain  of  bullion. 
That  a  large  trade  will  occur  no  one  can  doubt,  but  at  present  it  is 
scarcely  even  in  prospect.  From  India  and  China  each  account 
comes  less  favourable  than  before;  from  Russia  we  are  told  that  'no 
great  demand  can  be  expected  for  British  goods  under  the  present 
high  duties '  in  that  country  ;  while  even  from  the  United  States, 
the  point  from  whence  relief  will  most  rapidly  come,  we  hear  of  a 
shrewd  conviction  that  we  are  approaching  a  period  of  low  prices, 
and  that,  consequently,  for  the  present  '  the  less  they  order  from  us 
the  better.'  " — Times,  March  10,  1847- 
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twenty  years,  that  there  is  annually  a  difference  of 
from  twenty  to  thirty  shillings  a-quarter  between  the 
price  that  wheat  bears  in  the  British  islands  and  on 
the  shores  of  the  Baltic,  while  the  cost  of  importa- 
tion is  only  five  or  six  shillings  a-quarter,  there  can 
be  no  question  that  the  opening  of  the  ports  will 
occasion  a  very  large  importation  of  foreign  grain. 
It  may  reasonably  be  expected  that,  in  the  space  of 
a  few  years,  the  quantity  imported  will  amount  to 
four  or  five  millions  of  quarters  annually,  for  which 
the  price  paid  by  the  importers  cannot  be  supposed 
to  be  less,  on  the  most  moderate  calculation,  than 
seven  or  eight  millions  sterling.  The  experience  of 
the  year  1839  sufficiently  tells  us  what  will  be  the 
effect  of  such  an  importation  of  grain,  paid  for,  as  it 
must  be  for  the  most  part,  in  specie,  upon  the  general 
monetary  concerns  and  commercial  prosperity  of  the 
empire.  It  is  well  known  that  it  was  this  condition 
of  things  which  produced  the  commercial  crisis  in 
this  country,  led  to  three  years  of  unprecedented 
suffering  in  the  manufacturing  districts,  and,  as  is 
affirmed,  destroyed  property  in  the  manufacturing 
districts  of  Lancashire,  to  the  amount  of 
£40,000,000."*  So  far  the  Author's  prediction, 
uttered  a  year  ago.  —  It  may  be  safely  asserted 
that  the  destruction  of  property  consequent  on  the 
contraction  of  the  Currency  has  already  exceeded 
two  hundred  millions  sterling. 

*  England  in  1815  and  1845,  pp.  v-vii.     Preface  to  third  edition, 
published  in  June  1846. 
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CHAPTER  II. 

EXPERIENCED    EFFECTS    OF    FREE   TRADE    AND   A 
FETTERED    CURRENCY. 

Were  these  disastrous  results  anticipated  as  the 
consequence  of  Free  Trade  and  a  Fettered  Currency? 
They  were  by  many,  as  the  following  passage  will 
show.  Without  pretending  to  the  power  of  prophecy, 
farther  than  as  it  may  be  supposed  to  arise  from 
a  close  observation  of  the  past,  the  Author  may  at 
least  observe,  that  few  descriptions  of  Great  Britain 
written  by  contemporary  observers,  or  future  histo- 
rians, will  contain  a  more  faithful  picture  of  its  real 
condition  in  May  1847,  than  is  to  be  found  in  the 
following  passage,  published  in  August  1845,  depic- 
ting the  probable  result  of  the  monetary  system 
which  then  received  the  general  support  of  the 
legislature,  and  was  passively  acquiesced  in  by  the 
nation. 

"  Suppose  a  bad  harvest  occurs  when  undertakings  of  a  gigantic 
character  are  on  foot,  and  a  large  quantity  of  specie  is  drawn  from 
the  Bank  to  purchase  foreign  grain  or  other  subsistence — what, 
under  the  existing  law,  must  be  the  consequence?  Is  it  not  that  the 
paper  circulation  of  the  Bank  of  England,  and  of  course  of  every 
other  bank,  must  be  simultaneously  and  rapidly  contracted  ?  Their 
own  notes  pour  in  to  be  exchanged  for  specie,  to  buy  foreign  grain, 
or  make  the  necessary  remittances  to  foreign  undertakings.  They 
cannot  issue  new  ones  beyond  the  £14,000,000  allowed  by  the  Act 
of  1844  to  be  issued  on  securities,  except  in  exchange  for  specie  or 
bullion,  which  is  the  very  thing  they  are  every  day  losing,  and  which 
is  bought  up  in   all  parts  of  the  country  for  foreign  exportation. 
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The  result  is  inevitable.  The  screw  must  be  put  on  :  the  circula- 
tion must  at  all  hazards  be  contracted.  If  £10,000,000  of  sovereigns 
are  drawn  out  to  buy  foreign  grain,  or  to  meet  a  demand  for  gold  in 
foreign  states,  £10,000,000  worth  of  notes  must  be  drawn  in  to 
equalise  the  paper  with  the  stock  of  gold  and  silver  above  the 
£14,000,000  authorised  to  be  issued  on  paper  securities.  The  cir- 
culation will  thus  be  diminished  by  £20,000,000,  or  nearly  a  third 
of  its  amount ;  and  that  at  the  very  time  when  the  public  interests 
most  loudly  call  for  its  extension.  This  may  occur  at  a  time  when 
speculations  the  most  weighty  are  on  foot,  and  the  currency  previ- 
ously in  circulation  is  most  required  for  the  wants  of  the  community. 
The  evil  will  not  thereby  be  doubled  :  it  will  be  quadrupled  —  like 
all  mischievous  panics,  its  effects  will  go  on  as  the  squares.  The 
Bankers'  Act  of  1844  should  be  styled,  "An  Act  for  the  more 
effectual  transferring  of  panics  from  agriculture  to  commerce,  and 
for  perpetuating  commercial  catastrophes  in  Great  Britain.'' 
England  in  1815  aria*  1845,  second  edition,  p.  133,  published  in  Aug. 
1845. 

That  the  effects  of  the  present  ruinous  currency 
laws  were  not  exaggerated  in  these  anticipations, 
nay,  that  they  erred  by  falling  short  of  the  truth, 
may  be  considered  as  now  proved,  by  evidence  so  in- 
contestible  as  to  have  confounded  the  most  interested, 
and  put  to  silence  the  most  obstinate  adherents  of 
the  present  system.  Perhaps  there  is  not  to  be  found 
on  record,  in  the  whole  annals  of  mankind,  so  extra- 
ordinary an  instance  of  transition  as  this  country  has 
afforded  in  so  short  a  period  of  time,  and  without  any 
external  disaster  to  account  for  it,  from  affluence  to 
poverty,  from  credit  to  insecurity,  from  general  ac- 
tivity to  universal  depression.  These  melancholy 
symptoms,  too — and  this  is  a  most  markworthy  cir- 
cumstance— have  occurred  chiefly  in  the  commercial 
interests,  to  favour  whom  our  policy  for  so  long  a 
period  has  been  directed,  and  at  whose  dictation  the 
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free-trade  policy  was  introduced  by  Sir  Robert  Peel 
in  1846.  These  facts  are  at  present,  unhappily,  too 
notorious,  and  their  effects  too  wide-spread  to  require 
any  proof  or  illustration.  But  in  order  to  show  that 
the  statements  now  made  are  not  overcharged,  and 
to  prevent  their  being  forgotten  or  suppressed  when 
the  calamity,  like  all  human  evils,  shall  have  passed 
away,  we  subjoin  details  from  the  highest  authorities 
— one  in  London,  one  in  Manchester,  one  in  Glasgow, 
— as  to  the  present  state  of  credit  and  industry, 
under  the  combined  action  of  Free-Trade  and  a 
Fettered  Currency. 

Lord  Ashburton  observes,  in  his  late  most  valuable 
Pamphlet  on  the  present  state  of  the  Currency  : — 

"  The  nature  and  extent  of  these  embarrassments  are  too  notorious 
for  it  to  be  necessary  to  dwell  upon  them  at  any  length.  A  very 
short  time  ago  the  interest  of  money  was  at  2^  and  3  per  cent. 
Every  body  found  it  difficult  to  employ  their  capital ;  now  nobody 
can  obtain  it  for  the  best  security  under  8,  10,  or  even  12  per  cent. 
The  stagnation  of  the  most  legitimate  trade  is  complete;  the  manu- 
facturer stops  his  works  ;  the  Minister  is  obliged  to  double  the  inte- 
rest of  his  Exchequer-bills,  and  is  still  at  a  loss  to  give  even  a  decent 
appearance  to  public  credit ;  while  Mr  Brown,  a  merchant  of  the 
first  credit  and  character,  representing  South  Lancashire,  tells  the 
House  of  Commons  '  that  the  alarm  and  want  of  confidence  were 
such,  that  orders  for  human  food  to  the  United  States  and  other 
countries  were  in  many  cases  countermanded,  prudent  houses  not 
choosing  to  risk  their  credit  by  being  drawn  upon,  until  they  should 
see  what  steps  Government  might  take  to  restore  the  healthy  action 
of  trade.'  On  the  other  hand,  orders  for  the  manufactures  of  the 
country  cannot  be  executed,  by  which  we  were  to  be  enabled  to  pay  for 
this  food,  because  the  entire  stagnation  of  the  circulation^prevented 
the  ordinary  operations  of  credit  by  which  alone  such  transactions 
can  be  conducted.  There  is  no  class  in  a  country  where  the  machi- 
nery of  its  economy  is  so  complicated  who  do  not  suffer  under  this 
strange  state  of   things,  from  the   richest  capitalist  to   the   poor 
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mechanic  who  lives  by  his  daily  labour  ;  but  my  object  is,  not  to 
describe  its  fatal  consequences  if  suffered  to  continue,  which  are 
sufficiently  obvious,  but  to  call  public  attention  to  the  causes  which 
have  brought  it  about,  that  we  may  endeavour  to  avoid  the  repetition 
of  such  a  calamity."* 

Mr  Brown,  the  eminent  Liverpool  merchant,  and 
Member  for  South  Lancashire,  here  referred  to,  said, 
in  his  speech  on  the  state  of  the  country,  in  the  House 
of  Commons,  on  May  10,  1847, — 

"  That  he  could  not  permit  the  opportunity  to  pass  without  bring- 
ing under  the  consideration  of  the  committee  the  deep  distress  now 
felt  in  that  section  of  the  country  with  which  he  was  connected  — 
a  distress  which  was  daily  increasing.  There  was  a  complete  want 
of  confidence  between  man  and  man.  Hardly  a  contract  could  be 
entered  into.  Such,  indeed,  was  the  general  feeling  of  instability  and 
alarm,  that  by  the  last  packet,  advices  had  been  sent  by  many  firms  to 
America,  countermanding  the  orders  which  they  had  given  for  the  im- 
portation into  this  country  of  articles  of  prime  importance,  as  food. 
The  same  distress  prevailed  in  other  branches  of  trade  at  Manchester, 
and  producers  of  goods  for  foreign  exportation  there  were  most  un- 
willing to  go  on  increasing  their  stock,  and  were  actively  attempting 
to  convert  their  bills  into  bullion.  In  fact,  both  as  to  imports  and 
exports,  we  were  at  a  dead  lock.  The  last  accounts,  too,  from  the 
United  States  were,  he  feared,  not  so  flattering  as  he  could  have 
wished,  either  as  to  the  supply  of  produce,  or  as  to  any  prospect  of 
the  exchange  becoming  such  as  would  prevent  further  demands  on 
us  for  gold.  And  the  alternative  arose  of  either  allowing  the  drain  to 
continue,  until  we  parted  with  our  remaining  gold,  or  of  permitting  the 
people  to  starve.  The  position  of  the  country  was  simply  this — that 
mills  and  manufactories  were  closed  and  closing  —  that  operatives 
were  being  thrown  out  of  work,  and  that  artisans  and  workmen  of 
all  sorts  are  becoming  in  an  equally  distressed  condition." 

It  is  observed  in  a  Glasgow  Journal  of  much  ability, 
but  warmly  devoted  to  the  cause  of  free-trade  : — 

"  Sir  R.  Peel's  currency  law  of  1844,  has  added  dearth  of  money 
to  dearth  of  food  ;    and  as  ships,  and  cotton-mills,  and  capital  in  its 

*  Lord  Ashburton  on  the  Commercial  Crisis,  p.  7. 
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myriad  forms,  cannot  be  exchanged  or  paid  away  in  wages,  except 
through  the  medium  of  a  currency  representing  existing  value,  it 
threatens  to  bring  all  business  to  a  stand-still.  The  tightness  in  the 
money  market  is  not,  therefore,  a  question  merely  affecting  capital- 
ists. Already  it  is  stopping  railway  works,  shutting  up  cotton-mills, 
and  throwing  thousands  out  of  employment. 

"  To  regard  the  present  monetary  crisis  as  a  necessary  consequence 
of  the  sending  of  gold  out  of  the  country  for  food,  is  absurd.  Why 
should  the  exportation  of  a  few  millions  of  gold  from  the  coffers  of 
the  Bank  depreciate  property  to  the  extent  of  tens,  ay,  hundreds  of 
millions,  bringing  utter  ruin  on  individuals,  and  general  embarrass- 
ment on  the  nation?  During  the  present  pressure  Consols  have 
fallen  10  per  cent. ;  Bank  stocks  from  15  to  20  per  cent. ;  and 
the  best  paying  railways  from  30  to  40  per  cent.  The  depre- 
ciation in  the  marketable  value  of  property  is  estimated  at  not 
less  than  two  hundred  millions  sterling.  Compared  with  this  the  loss 
of  the  potato  crop  is  a  bagatelle.  No  actual  calamity  to  a  tithe'of 
this  extent  can  be  said  to  have  befallen  the  country.  The1  mischie- 
vous Currency  Law  of  1844  is  the  source  of  all  the  consternation. 
It  has,  in  effect,  decreed  that  at  a  time  of  national  loss  trade  shall  be 
diminished,  and  the  means  of  making  up  that  loss  taken  away.  We 
are  called  upon  to  support  Ireland  ;  and  this  very  moment  it  is,  of 
all  others,  that  the  use  of  the  money  and  of  the  wealth  which  we 
actually  possess  is  declared  to  be  illegal,  and  industry  paralysed  for 
want  of  some  necessary  medium  of  exchange.         .... 

"  And  now  mark  the  humiliating  position  to  which  this  disastrous 
currency  law  has  reduced  the  country.  Within  the  last  few  weeks 
the  spectacle  has  been  exhibited  of  the  Bank  of  England  entering 
the  money  market  as  a  borrower,  refusing  discounts  on  the  best 
security,  and  with  its  banking  department  in  a  state  of  panic  and 
embarrassment,  because  compelled  to  lock  up  a  useless  quantity  of 
gold  in  its  issue  department.  In  Scotland  the  same  anomaly  has 
been  exhibited — money  scarce  and  dear,  because  lumbering  uselessly 
in  the  bank  safes,  and  every  form  of  enterprise  cramped,  and  every 
description  of  property  depreciated  from  the  want,  not  of  capital, 
but  of  an  exchangeable  article  to  represent  capital.  In  this  dilem- 
ma Russia  has  unexpectedly  come  forward  to  the  rescue.  The 
Emperor,  it  is  supposed,  is  about  to  invest  some  ,£2,000,000  in 
British  securities,  and  great  and  wealthy  England,  with  its  coffers 
overflowing  with   money,  but  deprived   by  a  pernicious  law  of  the 
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power  of  using  it,  is  seen  turning  with  feverish  anxiety  to  this  tem- 
porary relief  from  the  autocrat,  as  a  means  of  saving  it  from  bank- 
ruptcy." 

It  will  probably  be  admitted  that  there  is  here 
enough  to  awaken  attention  in  the  most  inconsiderate, 
and  solicitude  in  the  most  selfish  breasts.  And 
observe,  all  this  has  happened  when  no  external 
disaster  whatever  had  occurred  to  explain  the 
catastrophe.  We  are  at  peace  with  all  the  world — 
no  Chinese  or  Sikh  war  exists  to  paralyse  our  exports 
to  the  East ;  no  Oregon  Question  to  throw  inse- 
curity over  our  transactions  with  the  West.  Our 
imports  have  greatly  and  steadily  increased  during 
the  last  three  years,  as  already  shown.*  We  have 
suffered  under  a  great  deficiency  in  one  important 
article  of  human  subsistence ;  but  the  abundant 
harvest  and  prodigious  importation  of  grain  from  the 
friendly  shores  of  America,  have  provided  us  with  a 
supply  of  food  equal  in  bulk  and  superior  in  quality 
to  that  which  we  have  lost.  Commerce,  so  far  as 
the  transit  of  articles  goes,  never  was  more  active  : 
freights  have  doubled,  in  some  instances  tripled ; 
the  customs  indicate  a  continued  increase  of  imported 
foreign  luxuries.  A  vast  inland  expenditure,  arising 
from  the  construction  of  so  many  railroads,  has  spread 
employment  to  an  unprecedented  extent  among  the 
labouring  classes.  Above  £23,000,000  expended  in 
that  way  last  year ;  upwards  of  £50,000,000,  if  it 
can  be  got,  this,  have  hitherto  kept  a  large  body  of 
the   working  classes  in  full  employment,  and  in  the 

*  Ante,  page  9. 
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enjoyment  of  ample  wages,  under  circumstances 
when  they  would  otherwise  have  been  involved  in 
misery,  and  possibly,  from  their  desperation,  have 
seriously  endangered  the  peace  of  the  country.  A 
failure  in  the  potato  crop  has  spread  vast  local  distress 
through  Ireland  and  the  west  of  Scotland  ;  but  the  de- 
ficiency has  been  more  than  supplied  by  the  prodigious 
extent  to  which,  under  the  free-trade  system,  the  im- 
portation of  subsistence  has  been  carried.  Yet  amidst 
all  these  causes  of  external  and  internal  prosperity, 
difficulties  unparalleled  press  upon  every  branch  of 
industry,  and  the  commercial  and  monetary  concerns 
of  the  nation  have  become  involved  in  such  embar- 
rassment, that  the  like  was  never  experienced  in  the 
memory  of  man. 

It  is .  perfectly  evident  to  what  all  this  is  owing. 
Our  population  and  transactions  have  outgrown  our 
currency.  Our  industry  has  become  greater  than 
our  money  can  pay.  Capital  is  abundant,  even  to 
excess ;  but  there  is  a  famine  of  money  to  represent 
it.  You  cannot  pay  workmen's  wages  with  bales  of 
cotton,  or  lumps  of  iron,  or  acres  of  land.  Money  is 
required  to  carry  on  the  transactions  of  life, — to  pay 
wages,  purchase  provisions,  keep  society  moving. 
We  might  have  money  in  abundance,  but  the  absur- 
dity of  the  law  prevents  it.  It  contracts  the  cur- 
rency at  the  very  time  that  its  expansion  is  most 
required.  When  industry  is  most  active,  capital 
most  deeply  engaged,  undertakings  the  most  impor- 
tant in  progress,  it  suddenly  steps  in  and  says, 
"  Hitherto  shalt  thou  come  and  no  farther,  and  here 
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shall  thy  proud  waves  be  stayed."  In  this  way  the 
excess  of  prosperity,  the  magnitude  of  transactions, 
the  spread  of  industry,  is,  under  our  present  system, 
a  certain  prelude  to  misery  and  ruin,  because  they 
engage  the  nation  in  undertakings  to  which  its  capital 
is  perfectly  equal,  but  for  which  its  currency  is  palpably 
insufficient.  Thus  every  augmentation  to  industry  is 
a  step  to  ruin,  and  what  is  worse,  to  ruin  of  our  own 
creating,  and  with  which  we  alone  are  chargeable. 
The  nation  resembles  a  strong  and  lusty  man  enclosed 
in  irremovable  armour,  which,  at  all  times  sufficiently 
tight,  becomes  to  the  last  degree  galling,  when  he 
expands  in  size.  The  best  thing  that  can  be  hoped 
for  him  is  that  he  should  dwindle  away  into  dimen- 
sions proportioned  to  his  fetters.  As  matters  now 
stand,  the  nation  in  Great  Britain  and  Ireland  being 
restricted  to  a  currency  issuable  on  securities  of 
£32,000,000,  and  no  increase,  save  by  an  accumu- 
lation of  specie,  being  practicable,  the  best  wish  that 
a  patriot  can  form  is,  that  its  industry  should  be 
checked,  its  population  stop  ;  that  its  agriculture 
should  decline,  its  commerce  decay,  and  the  boasted 
activity  and  energy  of  the  Anglo-Saxon  race  be  ex- 
changed for  the  indolence  and  stationary  condition  of 
despotic  states. 

Dark  as  is  the  picture  of  the  effects  of  our  mone- 
tary policy  thus  afforded,  it  is  yet,  so  far  from  being 
overcharged,  greatly  within  the  truth.  For  the  pecu- 
liar evil  which  it  induces,  the  dreadful  effects 
with  which  it  is  fraught,  lie  here ;  any  considerable 
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export  of  the  precious  metals,  though  easily  suscep- 
tible of  counteraction  by  an  increased  issue  of  paper 
to  supply  its  place,  is  under  the  existing  system  im- 
mediately and  necessarily  succeeded  by  a  contraction 
of  that  already  in  circulation.  The  Bank  of  England, 
acting  in  obedience  to  the  law,  are  obliged  to  do  this: 
— if  five  millions  of  specie  are  withdrawn  from  their 
vaults  to  supply  the  wants  of  commerce,  pay  for  the 
import  of  grain,  or  enable  a  foreign  belligerent  state 
to  conduct  its  warlike  operations,  five  millions  of  the 
currency  must  be  drawn  in  to  preserve  the  proper 
balance  between  the  notes  in  circulation  beyond  the 
£14,000,000  and  the  specie  remaining  in  its  reposi- 
tories. A  striking  example  of  the  pernicious  work- 
ing of  this  most  absurd  law  has  recently  occurred,  in 
consequence  of  the  great  exportation  of  specie  to 
meet  the  price  of  the  grain  imported  from  America. 
On  the  4th  July,  1846,  the  Gazette  showed  that  the 
gold  and  silver  in  the  Bank  cellars  amounted  to 
£15,322,200 ;  we  find  that  the  issue  department  had 
£29,322,000  of  notes  out ;  but  the  banking  depart- 
ment held  of  these  notes  £9,303,090 ;  so  that  the 
amount  of  notes  out  of  the  Bank  was  £20,019,110. 
Let  us  now  come  to  the  beginning  of  last  month,  by 
which  time  the  stock  of  bullion  in  the  Bank  cellars 
had  diminished  to  £10,933,885.  The  total  amount 
of  notes  issued  was  £24,993,885  ;  the  sum  of  bank- 
notes held  by  the  banking  department  was  £5, 7 14, 740; 
notes  possessed  by  the  public,  £19,279,145.  That 
was  the  state  of  the  issues  on  the  6th  of  March. 
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13th  March.— Total  issue,  £24,786,340  ;  notes  m 
banking  department,  £5,554,140  ;  balance  with  the 
public,  £19,232,200. 

20th  March.— Total  issue,  £24,487,935  ;  notes  in 
banking  department,  £5,418,745  ;  balance  of  notes 
with  the  public,  £19,069,190. 

27th  March.— Total  issue,  £24,320,340  ;  notes  in 
banking  department,  £4,876,015 ;  balance  of  notes 
with  the  public,  £19,444,325. 

3d  April.— Total  issue,  £23,554,640 ;  notes  in  the 
banking  department,  £3,699,700 ;  balance  of  notes 
with  the  public,  £19,854,900. 

10th  April.— Total  issue,  £23,236,340 ;  notes  in 
the  banking  department,  £2,832,915 ;  balance  of 
notes  with  the  public,  £20,403,425. 

17th  April.— Total  issue,  £22,801,100;  notes  in 
the  banking  department,  £2,558,315 ;  balance  of 
notes  with  the  public,  £20,242,785. 

22d  May.  —  Bullion,  £9,948,633;  balance  of 
notes  with  the  public,  £18,780,038. 

Thus,  in  the  middle  of  April  1847,  the  amount  of 
notes  in  the  banking  department  of  the  Bank  of  Eng- 
land was  only  £2,500,000,  though  there  was  nearly 
£10,000,000  of  sovereigns  in  the  issue  department 
of  the  bank.  Ample  stores  in  specie  and  bullion 
existed  at  one  end  of  the  batik,  but  at  the  other  end 
the  directors  were  so  pinched  that  the  stock  of  notes 
with  which  they  could  trade  was  reduced  to  two 
millions  and  a-half ;  a  sum  not  a  tenth  part  of  what 
the  necessities  of  the  country  required.  In  the  year 
1810,  with  a  population  of  18,000,000  in  the  empire, 
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the  discounts  of  the  bank  amounted  to  £20,000,000 ; 
in  1814,  the  Bank  of  England  notes  in  circulation 
were  £22,700,000,  the  total  notes  in  England  alone 
£48,000,000,  whereas  now,  in  Great  Britain  and 
Ireland,  they  are  not  £32,000,000,  issuable  on  securi- 
ties. It  need  hardly  be  said  that  those  issued  on 
bullion  are  just  a  metallic  circulation.*  When  so  pro- 
digious a  contraction  of  the  currency  had  taken  place, 
when  the  population  of  Great  Britain  and  Ireland  had 
swelled  to  28,000,000,  and  their  exports  had  grown 
up  from  £34,000,000  to  £134,000,000,f  is  it  Surpris- 
ing that  distress  and  difficulty  universally  prevailed? 
that  credit  was  well-nigh  annihilated,  industry  at  a 
stand,  and  that  nothing  but  misery  and  wretchedness 
arose  out  of  our  wide-extended  industry,  and  greatly 
increased  activity,  the  very  circumstances  which  should 
have  been  the  sources  of  unbounded  prosperity  ? 

Two  circumstances  have  combined  to  produce 
the  extraordinary  and  rapid  consummation  of  the 
events  anticipated  by  all  those  who  have  con- 
tended for  an  expansion  of  the  Currency,  which 
have  been  so  striking  in  their  effect,  and  emphatic 
in  their  warning,  that  they  almost  seem  to  have 
been  designed  by  Providence  to  make  us  aware 
of  the  consequences  of  the  course  we  were  pursuing, 
and  render  us  solely  chargeable,  if  it  is  persisted  in, 
with  the  ruin  that  must  ensue. 

The  first  of  these  was  the  introduction  of  free- 
trade  by  Sir  R.  Peel's  famous  act  of  1846.     This 

*  See  Table,  Appendix  to  "England  in  1815  and  1845,"  col.  3. 
t  Exports  of  Great  Britain  and  Ireland,  official  value, — 1814, 
£34,207,253— 1845,  £134,599,116. 
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necessarily  led  to  a  very  great  increase  of  our  im- 
portations, because  it  diminished  to  a  great  extent 
the  duties  with  which  the  introduction  of  foreign 
luxuries  had  previously  been  charged.  The  official 
returns  exhibit  an  increase  of  imports  in  the  year 
1846,  compared  with  1845,  of  no  less  than  £4,000,000 
sterling  in  articles  of  luxury  alone.  The  total  in- 
crease of  importation  in  the  former  of  those  years, 
compared  with  the  latter,  was  still  greater.  It  was  a 
matter  of  necessity  that  this  great  increase  of  our  im- 
portations should  lead  to  an  enlarged  exportation  of 
the  precious  metals,  when  our  exports,  so  far  from 
keeping  pace  with  this  increase,  have,  during  the 
same  year,  sunk  no  less  than  £2,000,000  sterling. 

The  second  circumstance  was  the  famine  in  Ire- 
land and  the  West  Highlands  of  Scotland,  produced 
by  the  potato  rot  in  1847.  This  occasioned  a  de- 
struction in  one  of  the  staple  articles  of  human  sub- 
sistence in  these  islands  to  the  amount  of  upwards 
of  £15,000,000  sterling.  The  effects  of  this  defi- 
ciency, already  sufficiently  great,  were  most  seriously 
enhanced  by  a  great  and  general  failure  at  the  same 
time  in  the  grain  crops  over  Europe,  and  especially 
in  France,  which  has  not  only  shut  us  out  entirely 
from  any  importation  from  that  country,  but  even 
occasioned  considerable  purchases  in  our  markets  to 
supply  its  deficiencies.  The  result  has  been  that 
wheat  in  France  has  risen  to  famine  prices,  being  as 
high  as  110s.  the  quarter:  and  in  England  it  has 
reached  95s.,  a  height  unprecedented  since  that  which 
it  attained  under  the  combined  influence  of  scarcity  of 
food,  war  prices,  and  plentiful  currency  of  the  war. 
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So  general  has  been  the  failure  of  the  last  harvest 
over  Europe,  that,  had  it  not  been  for  America,  it  is 
doubtful  whether  by  any  exertions  an  adequate  sup- 
ply could  have  been  obtained  for  the  people  of  this 
country,  even  of  the  humblest  species  of  human  sub- 
sistence. But  fortunately  the  harvest  on  the  other 
side  of  the  Atlantic  was  extremely  abundant ;  and 
the  supplies  obtained  from  thence  for  this  country 
have  been  immense.  In  the  seven  months  which 
elapsed  from  July  1,  1846,  when  free-trade  was  in- 
troduced, to  February  1,  1847,  above  six  millions 
of  quarters  of  grain  of  different  sorts  were  imported 
into  the  British  islands,  a  quantity  double  what 
in  any  former  equal  period  had  ever  been  known 
in  our  history,  and  which,  on  an  average  of  50s.  a 
quarter,  must  have  cost  at  least  fifteen  millions 
sterling.  The  food  then  brought  in  was  probably 
equal  in  quantity  to  that  destroyed  by  the  potato 
rot,  and  so  the  grain  dealers  will  find  if  there  is  a 
favourable  harvest  this  year.  But  in  the  mean  time 
it  has  produced  a  very  great  and  most  distressing 
rise  of  prices,  and  has  occasioned  so  large  an  export 
of  the  precious  metals  to  America,  where  the  food  was 
purchased,  that  the  specie  in  the  Bank  of  England 
sank  from  £15,300,000,  to  which  it  amounted  in  July 
1845,  to  £9,500,000.  This  brought  on  the  Money 
Famine  in  Great  Britain,  under  which  the  nation 
is  now  labouring,  and  which  has  spread  distress  to 
an  unprecedented  extent  through  the  manufacturing 
districts. 

Now  Sir  R.  Peel,  and  the  supporters  of  our  present 
monetary  system,  are  unquestionably  not  chargeable 
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with  the  consequences  of  the  last  bad  harvest,  so  far 
as  the  supply  of  food  for  the  people  goes.  On  the 
contrary,  there  is  probably  not  a  man  in  the  country 
who  would  dispute,  that  to  mitigate  the  effects  of  so 
dire  a  calamity  it  was  expedient,  and  would  in  any 
event,  and  under  the  most  protective  government, 
have  been  necessary,  to  throw  open  the  harbours  uni- 
versally for  the  admission  of  foreign  food,  and  supply, 
so  far  as  possible,  the  failure  of  our  own  by  the 
abundance  of  other  harvests.  But  it  is  just  as  clear 
that  they  are  responsible  for  the  consequences,  much 
more  serious  and  lasting,  which  have  flowed  from  the 
Money  Famine  which  has  succeeded  it.  There  is 
no  reason  in  the  nature  of  things  why  a  failure  in  the 
harvest  of  a  particular  country  should  occasion  a 
dearth  of  currency,  with  its  necessary  consequences, 
a  contraction  of  credit  and  stoppage  of  industry, 
among  all  classes  of  society.  If,  indeed,  currency 
consisted,  and  could  only  consist  of  one  article,  viz. 
the  precious  metals,  and  a  considerable  portion  of 
them  is  exported  in  exchange  for  food,  it  is  easy  to 
see  that  this  would  be  an  unavoidable  result,  and 
however  much  to  be  deplored  should  be  submitted 
to  in  silence  as  one  of  the  dispensations  for  wise  and 
inscrutable  purposes  of  Providence.  But  currency, 
by  the  common  consent  of  men,  and  by  the  universal 
practice  of  commercial  nations,  is  not  confined  to 
one  article,  but  consists  of  two  things  entirely 
distinct,  and  yet  conspiring  to  the  same  beneficial 
purposes,  viz.,  coin  and  paper.  The  latter  is  capable 
of  expansion  to  any  extent  consistent  with  the  pre- 
servation of  its  own  credit ;  and  can  be  issued  at 
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any  time  so  quickly  and  in  such  quantities  as  entirely 
to  obviate  the  disastrous  effects  of  a  great  export  of 
the  precious  metals. 

To  issue  such  additional  supply  in  such  circum- 
stances is  not  to  create  a  redundant  but  to  prevent  a 
starved  currency :  it  is  to  feed  the  people  on  stores 
previously  provided  by  the  wisdom  of  government 
from  the  public  granaries,  when  those  on  which  they 
had  been  accustomed  to  rely  have  failed  from  natural 
causes,  or  been  exported  to  foreign  states.  At  this 
moment  a  word  from  government,  a  single  resolution 
of  the  legislature,  would  at  once,  without  the  slight- 
est risk  to  any  human  being,  restore  credit,  revive 
industry,  replenish  the  exchequer,  give  bread  to  mil- 
lions. Let  the  Bank  of  England  be  authorised  to 
issue  ten  millions  of  one  pound  notes,  guaranteed,  if 
necessary,  by  the  state ;  and  the  present  unexampled 
state  of  general  suffering  would  in  a  week  be  ex- 
changed for  confidence,  activity,  and  happiness.  Why, 
then,  is  so  great,  so  inestimable,  so  easily  given  a 
boon  refused  to  a  suffering  nation  ?  Simply  because 
a  few  theoretical  men  fear  that  it  would  shake  their 
political  reputation ;  and  a  few  great  capitalists  see 
that  it  would  diminish  their  usurious  gains.  And  be- 
cause the  influence  of  these  few  men  is  such  that  the 
legislature  has  not  as  yet  the  courage  to  declare  its 
freedom. 

It  is  impossible,  however,  that  so  absurd  and 
monstrous  a  state  of  things  can  permanently  continue 
in  a  free,  enlightened,  and  industrious  community. 
The  Anglo-Saxon  race,  who  have  beat  down  the 
power  of  Napoleon,  who  have  founded  a  new  world. 
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who  have  colonised  the  globe,  will  not  much  longer 
submit  to  have  their  energies  cramped  by  the  fetters 
imposed  by  interested  legislation  or  theoretical  error. 
The  bullionists  have  hitherto  prevailed,  almost  en- 
tirely by  the  mystery  in  which  they  have  contrived 
to  involve  the  subject  of  the  currency.  They  have 
treated  it  as  an  abstract  science,  as  abstruse  as  mathe- 
matics, as  uninviting  as  metaphysics ;  and  too  many 
even  of  their  ablest  opponents  have  followed  their 
example.  The  world  in  general  has  thus,  till  very 
lately,  acquired  a  general  distaste  for  the  subject ; 
the  bullion  and  the  currency  were  looked  on  as  the 
most  repulsive  themes  that  could  be  treated ;  and 
the  great  bulk  of  the  nation,  worn  out  with  the 
subject,  taking  no  interest  in  its  discussion,  though 
their  fortunes,  and  those  of  their  children,  were  bound 
up  with  the  measures  adopted  in  regard  to  it,  quietly 
resigned  themselves  to  the  direction  of  a  few  indivi- 
duals, whose  talents  were  well  known,  whose  lead 
in  the  state  had  long  been  recognised,  and  whose 
great  fortunes  were  considered  a  sufficient  guarantee 
that  they  would  propose  no  measures  inconsistent 
with  the  interests  of  realised  property.  But  the 
experience  of  every  age  has  demonstrated  that  talent 
may  err  from  the  very  intensity  of  its  one-sided 
vision,  and  wealth  may  be  misled  by  the  very  magni- 
tude of  its  own  possessions ;  and  it  does  not  require 
the  gift  of  prophecy  to  foresee  that  the  monetary 
system  of  Great  Britain,  for  the  last  eight-and-twenty 
years,  will  be  permanently  recorded  in  the  archives 
of  history  as  one  of  the  most  memorable  examples 
of  both  these  propositions. 
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The  truth  is,  that  the  enormous  errors  into  which 
we  have  so  long  been  led,  on  the  subject  of  the  cur- 
rency, has  arisen,  like  all  other  general  errors,  from 
the  strength  of  the  reaction  against  certain  experi- 
enced dangers.  The  suspension  of  cash  payments, 
by  Mr  Pitt,  in  1797,  though  a  measure  justified  by 
absolute  necessity,  and  one  which,  by  enabling  the 
finances  of  the  state  to  keep  pace  with  its  expenses, 
beyond  all  question  brought  us  through  the  dangers 
of  the  revolutionary  war,  was  yet  attended  by  this 
practical  inconvenience,  that,  being  not  accompanied 
by  any  regulation  for  limiting  the  issue  of  notes  by 
private  banks,  many  establishments  of  that  sort  com- 
menced issuing  notes,  and  failed  when  the  intention 
of  resuming  cash  payments,  divulged  by  the  govern- 
ment to  the  parties  concerned  in  1816,  produced  a 
contracoion  of  credit,  and  general  commercial  distress. 
The  notes  out  in  England,  which,  in  1814,  were 
£47,501,000,  sank  in  that  year  to  £42,291,000  * 
The  numerous  failures  thence  arising,  and  the  dis- 
tress to  the  holders  of  notes  which  they  induced, 
coupled  with  the  strong  recommendations  in  the 
famous  bullion  report  of  1816,  determined  govern- 
ment to  return  to  cash  payments,  and  to  render  gold 
the  basis  of  our  whole  circulation.  This  was  follow- 
ed by  the  suppression  of  small  notes,  by  the  bill  of 
1826,  in  consequence  of  the  terrors  inspired  by  the 
dreadful  crisis  of  December  1825  ;  and  again  by  the 
stringent  bankers'  act  of  1844,  suggested  by  the  long 
protracted  commercial  distress  which  originated  in 
the  successive  bad  harvests  of  1837, 1838,  and  1839, 

*  See  Table,  Appendix  to  "  England  in  1815  and  1845,"  column  4. 
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and  the  great  importation  of  grain  and  exportation  of 
gold  thence  arising.  On  all  these  occasions,  govern- 
ment took  a  one-sided  view  of  the  case,  and  acted 
under  the  influence  of  prejudice  and  misrepresenta- 
tion, rather  than  of  reason  and  experience.  Their  only 
resource,  on  the  occurrence  of  any  commercial  crisis, 
was  to  contract  the  currency,  just  as  Dr  Sangrado's  was 
on  every  disease  to  bleed  the  patient.  They  have  done 
this,  by  successive  acts,  to  such  a  degree,  that  while  in 
1814  we  had  a  currency  of  £48,000,000  in  notes, 
and  perhaps  £20,000,000  in  specie,  for  18,000,000 
of  persons,  or  about  £3,  18s.  6d.  a-head;  now  we 
have  only,  in  the  whole  empire,  gold,  silver,  and  notes, 
issuable  on  securities,  taken  together,  a  circulation  of 
£72,000,000  for  28,000,000,  or  £2, 10s.  6d.  a-head.* 
.  But  the  remedy  has  proved  worse  than  the  dis- 
ease. If  there  are  dangers,  as  unquestionably  there 
are,  in  an  over-issue  of  inconvertible  paper,  especially 
if  a  large  part  of  it  proceeds  from  private  banks  of 
various  and  sometimes  doubtful  credit,  there  are  still 
greater  dangers  in  a  system  which  invariably  contracts 
the  currency  at  the  very  time  when  its  expansion  is 
required,  and  aggravates  tenfold  the  evils  arising  from 
a  failure  of  agricultural  produce,  by  the  much  more 

*   Viz.  in  round  numbers  :  — 

Bank  of  England  notes,f       .          .  £14,000,000 

Country         Do.                          .   '     .  8,000,000 

Irish  notes,            .          .          .          .  6,000,000 

Scotch  Do 3,300,000 

£31,700,000 
Specie,  estimated,    ....         40,000,000 


£71,700,000 

f  This  is  those  issuable  on  securities,  and  therefore  real  paper  currency.  Those 
issued  on  the  security  of  bullion,  or  sovereigns,  either  in  the  Bank  of  England  or 
country  banks,  add  nothing  to  the  circulation,  as  they  require  as  much  to  be  drawn 
in  in  specie  as  is  issued  in  paper. 
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serious  perils  springing  from  a  general  suspension  of 
commercial  credit.  There  is  danger  in  repletion,  doubt- 
less, but  there  are  still  greater  dangers  in  starvation. 
Does  it  follow  that  because  many  men,  from  full  liv- 
ing, have  died  of  apoplexy,  that  every  man  is  to  be 
put  in  danger  of  dying  of  famine  ?  The  evils  which 
have  been  experienced  from  the  lavish  issue  of  notes, 
and  frequent  failure  of  private  banks  in  England,  are 
not  a  tithe  of  what  have  been  endured  in  this  year 
alone,  by  the  contraction  of  the  currency,  consequent 
on  the  export  of  our  gold  to  buy  food.  Only  think 
what  they  are.  The  3  per  cents,  in  August  1845 
stood  at  104 ;  in  May  1847  they  were  at  86,  and  all 
other  public  funds  had  sunk  in  the  same  proportion. 
There  was  a  loss  of  nearly  twenty  per  cent.,  or  a  fifth 
on  the  public  securities,  which  on  £785,000,000, 
their  present  amount,  is  £160,000,000.  Taking 
into  view  the  simultaneous  and  still  greater  decline 
in  the  value  of  railway,  bank,  and  other  stock,  great 
part  of  which  has  fallen  20  and  30  per  cent.,  it  may 
safely  be  affirmed  that  the  destruction  of  property, 
experienced  by  the  nation,  in  the  last  eighteen  months, 
has  been  two  hundred  and  fifty  millions  sterling.  This 
is  ten  times  greater  than  the  loss  which  would  have 
ensued  if  all  the  bank  notes  in  the  kingdom  had  be- 
come worthless.  And  the  whole  of  this  loss,  it  will 
be  immediately  shown,  is  to  be  set  down  to  the  mone- 
tary laws ;  no  part  of  it,  or  at  least  a  most  inconside- 
rable part,  is  to  be  considered  as  arising  from  the 
visitation  of  Providence,  or  causes  over  which  we 
had  no  control. 

It  is  no  wonder  that  losses  so  prodigious,  traceable 
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by  a  clear  course  of  reasoning,  as  rigorous  and  de- 
monstrative as  any  in  Euclid,  to  an  erroneous  mone- 
tary system,  should  at  length  have  forcibly  arrested  the 
attention  of  the  nation.  The  public  mind  accordingly 
has  been  strongly  roused  on  the  subject.  The  popular 
journals,  instead  of  shunning,  eagerly  embrace  the  mo- 
mentous topic;  and  "  Currency  Reform,"  is  to  be  seen 
placarded  on  all  the  streets  of  London,  and  in  all  the 
manufacturing  cities  of  the  kingdom,  as  an  inducement 
to  the  public  to  purchase  and  read  their  papers.  In  the 
manufacturing  districts  there  is  but  one  opinion  on 
the  subject.  The  merchants  of  Liverpool,  Man- 
chester, Glasgow,  Birmingham,  and  Leeds,  have  una- 
nimously and  earnestly  petitioned  or  memorialized 
government  for  a  change  and  relaxation  of  the  mone- 
tary laws.  Paying  ten  or  twelve  per  cent,  to  bankers 
is  a  most  powerful  argument,  even  with  the  most 
inconsiderate.  As  much  as  it  creates  a  fair  wind 
to  the  capitalist,  it  sets  in  the  teeth  of  the  ma- 
nufacturer and  merchant.  The  latter  are  by  far  the 
most  numerous  class  of  the  two ;  and,  in  a  popularly 
governed  community,  their  opinion  must  in  the  end 
prevail.  The  vast  majority  in  the  constituencies  will 
perceive  ere  long, — in  truth  they  already  perceive — 
that  the  present  distress  is  entirely  of  our  own 
creating,  and  is  susceptible  of  an  immediate  and  effec- 
tual remedy  by  human  ordinances.  It  is  easy  to  see 
that  the  days  of  the  present  monetary  system  are 
numbered ;  and  government  will  best  show  their  wis- 
dom by  yielding  with  a  good  grace  what  they  will 
soon  be  unable  to  withhold. 

So  strongly  is  this  felt  by  the  nation,  that  the 
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public  press  is  fast  veering  round,  and,  apparently, 
will  soon  be  unanimous  in  favour  of  some  modifica- 
tion of  the  existing  laws,  especially  as  regards  the 
vital  point  of  an  issue  of  one  pound  notes,  by  govern- 
ment or  the  Bank  of  England.  We  allude  not  here 
to  the  papers  of  Gemini,  and  the  Birmingham  press, 
or  Mr  Taylor's  original  and  profound  Essays, 
which  have  so  lojig  and  earnestly  advocated  the 
cause  with  the  firmness  and  ability  which  the  con- 
sciousness of  truth  can  alone  inspire.  We  speak  not 
of  the  columns  of  the  Morning  Post,  which  have  so 
admirably  and  steadily  supported  the  same  princi- 
ples, and  done  such  inestimable  service  by  diffusing 
correct  and  practical  views  on  the  subject.  We  speak 
of  the  free-trade  and  bullionist  journals,  which  have 
hitherto  most  loudly  maintained  the  doctrines  of  a 
metallic  currency,  but  are  now,  alarmed  by  the  mani- 
fest change  of  public  opinion,  sounding  a  retreat  as 
they  best  can,  to  a  more  tenable  position.  The 
Morning  Chronicle,  even,  the  great  organ  of  their 
party,  is  beginning  to  waver;  and  the  Economist,  which 
has  long  digested  with  great  ability  their  arguments, 
has  recently  put  forth  the  following  article  : — 

"  It  is  impossible  that  any  can  entertain  stronger  or  deeper  con- 
viction than  we  do,  of  the  necessity,  at  any  cost,  of  maintaining 
and  securing  the  value  of  our  currency  unimpaired,  in  relation  to 
the  standard,  and  therefore  of  securing,  in  the  most  perfect  way, 
the  convertibility  of  the  notes  which  form  a  part  of  it ;  and  no 
system,  however  perfect  and  attractive  in  other  respects,  that  does 
not  possess  this  important  quality,  should  be  listened  to  for  an 
instant.  Whatever  plan  therefore  may  be  found  most  perfectly  to 
guarantee  the  convertibility  of  our  paper,  should  be  adopted,  nor 
will  we  propose  any  system  which  shall  by  any  possibility  endanger 
it.     Well,  then,  we  have  a  circulation  of  at  least  £30,000,000  of 
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gold  in  sovereigns  in  England,  and  we  prohibit,  by  an  Act  of  Par- 
liament, the  issue  of  paper  of  a  lower  denomination  than  five 
pounds.  We  know  that  a  strong  prejudice  prevails  against  the 
use  of  one-pound  notes ;  but  if  we  show  that  that  prejudice  arose 
from  causes  which  our  plan  will  entirely  obviate,  and  that  no  more 
danger  can  exist  with  respect  to  one-pound  notes  than  those  of  five 
pounds  by  the  system  which  we  advocate,  while  at  least  twenty 
millions  of  capital  will  be  liberated  immediately  from  an  unpro- 
ductive use,  and  rendered  available  for  the  purchase  of  food  and  of 
raw  materials,  for  the  employment  of  our  population,  and  for  all 
the  purposes  to  which  such  an  increase  of  capital  could  be  applied, 
then  we  feel  certain  that  in  the  present  and  rapid  accumulating 
difficulties  in  which  the  country  is  placed,  a  mere  prejudice,  founded 
upon  the  adoption  of  false  principles  half  a  century  ago,  will  not  be 
suffered  long  to  remain  between  the  country  and  such  a  boon. 

"  Now  let  us  see  what  would  be  the  effect  if  at  this  time  we  were 
to  adopt,  upon  a  sound  and  unquestionable  principle,  a  circulation 
of  one-pound  notes  as  a  substitute  for  gold.  Take  the  circulation  of 
sovereigns  at  ,£30,000,000.  Now,  let  it  be  clearly  understood,  we 
would  not  add  one  shilling  to  the  circulation ;  what  we  would  do 
would  be  to  substitute  paper,  payable  on  demand — the  instant  and 
immediate  convertibility  of  which  should  be  secured  by  a  sufficient 
reserve  of  gold  coin,  and  the  remainder  in  Government  securities — 
for  the  gold  now  performing  the  purpose,  which  such  paper  would 
do  equally  well.  The  paper  could  only  be  got  out  as  the  gold  came 
in,  and,  therefore,  the  change  would  be  gradual,  but  the  greatest 
part  would  be  accomplished  within  a  year,  and  a  very  large  portion 
within  a  few  weeks. 

"  Let  it  be  observed  that  the  £16,000,000  of  bullion  held  by 
the  Bank  against  the  circulation  would  be  over  and  above  what  it 
held  against  its  deposits  in  the  banking  department,  and  would  be 
applicable  only  to  the  payment  of  notes,  and  for  which  it  would 
provide  instant  payment,  down  to  the  amount  of  £34,000,000,  to 
which  the  whole  circulation  of  this  country  never  could  sink  •  but 
if  it  did,  then  for  every  shilling  below  that  sum,  there  would  be  Govern- 
ment securities  to  sell  in  order  to  provide  payment  for  the  notes.  Who 
could  doubt  the  safety  of  paper  to  the  extent  of  £50,000,000,  guaran- 
teed by  English  Consols  to  the  extent  of  £34,000,000,  and  gold  to  the 
extent  of  £16,000,000  ?  While  therefore  at  present  we  economise 
the  capital  of  the  country  by  the  use  of  five- pound  notes  and  up- 
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wards,  to  the  extent  of  £  14,000,000,  we  would  accomplish  the  same 
to  the  extent  of  £34,000,000,  or  £20,000,000  in  addition,  by  the 
use  of  one-pound  notes,  and  with  the  most  perfect  safety.  We 
should  thus  immediately  add  to  the  effective  capital  of  the  country, 
to  our  stock  of  commodities,  or,  which  is  the  same  thing,  our  com- 
mand over  them,  to  the  extent  of  £20,000,000,  just  as  much  as  if 
we  dug  that  amount  of  bullion  out  of  the  centre  of  England  ;  in  the 
same  way  as  France  will  add  to  the  amount  of  her  capital  by 
extending  her  issues  from  notes  of  the  denomination  of  £20  to 
those  of  £5  ;  and  in  the  same  way  as  Russia  has,  by  the  law  of 
1839,  accumulated  in  the  fortresses  of  St  Peter's  and  St  Paul's, 
bullion  or  capital  to  the  extent  of  £19,000,000. 

"  An  impression  also  exists  that  the  plan  proposed  by  us  would 
favour  a  more  lax  system  of  credit  in  general  business.  No  such 
result  could  occur.  No  note  would  be  issued  for  which  there  was  not 
Government  securities  or  bullion  deposited  to  represent  it.  No  better 
security  could  be  offered.  No  more  absolute  representation  of  real 
capital,  or  a  command  over  it,  could  be  found  in  this  country.  No  one 
doubts  the  security  of  Consol  warrants,  or  bars  of  gold  ;  and  surely  no 
credit,  based  upon  such  undeniable  representatives  of  value,  could  be 
considered  as  undeserved  or  subject  to  abuse."* 

Here  is  an  issue  of  £50,000,000,  part  in  one 
pound  notes,  recommended  by  the  organ  of  the 
b ullionists  and  free-trade  party.  No  more  decisive 
proof  can  be  imagined  of  the  extraordinary  change  in 
public  opinion  on  the  subject,  or  of  the  manner  in 
which  facts  and  a  universally-felt  pressure  have 
opened  the  eyes  of  those  who  have  hitherto  avoided 
the  consideration  of  it,  or  surrendered  themselves  and 
their  fortunes  to  the  guidance  of  theoretical  or  in- 
terested men,  who  have  involved  the  whole  matter  in 
such  mystery  that  few  were  able  to  understand  it. 

In  truth,  however,  there  is  no  mystery  on  the 
subject,  and  the  plainest  understanding  can  appre- 
hend  the   leading  principles  on  which  it  depends. 

*  Economist,  May  9,  1847. 
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Every  housewife  knows,  that  if  you  increase  the 
number  of  mouths  in  an  establishment,  you  must  in- 
crease the  amount  of  food  bought  in,  or  they  will 
speedily  be  on  short  commons.  Every  general  knows 
that  if  you  augment  the  number  of  soldiers  in  an 
army,  and  increase  their  work,  you  must  propor- 
tionally swell  the  number  of  rations  served  out,  or 
there  will  speedily  be  a  famine  in  the  ranks.  Every 
manufacturer  knows,  that  if  you  increase  the  number 
of  wheels  in  a  machine,  and  augment  its  moving 
power,  you  must  increase  also  the  quantity  of  oil 
poured  upon  them,  or  the  very  extent  and  intensity 
of  the  action  will  ere  long,  from  the  effects  of  friction, 
impede  the  movements,  and  in  the  end  destroy  the 
machinery.  It  is  exactly  the  same  principle  which 
governs  the  all-important  subject  of  the  currency,  on 
which  the  fortunes  and  bread  of  so  large  a  portion, 
it  may  be  said  of  the  whole  community,  depend. 
Currency  is  to  the  social  body  what  bread  is  to  the 
family,  what  rations  are  to  the  army,  what  oil  is  to 
the  machine.  If  you  increase  the  work  done,  you  must 
increase  also  the  moving  or  smoothing  elements,  or  you 
will  soon  come  to  a  dead  lock.  Cgesar  said,  that  he  was 
the  best  general  who  provided  best  for  the  subsistence 
of  his  troops ;  and  he  was  careful  never  to  set  out  on 
any  expedition  without  having  made  ample  provision 
for  the  food  of  the  soldiers  during  its  continuance.  But 
the  bullionists  and  the  government,  directed  by  their 
principles, have  reversed  Csesar's  maxim;  their  system 
is,  when  the  soldiers  are  setting  out  on  an  expedition, 
to  take  away  their  food.  They  have  launched  the  nation 
into  the  vast  undertakings  connected  with  the  rail- 


48  FREE  TRADE  AND 

ways  and  free-trade,  not  only  without  any  addition  to 
its  means  of  subsistence  by  the  way,  but  a  great  and 
ruinous  subtraction  from  that  previously  enjoyed  for 
inferior  and  less  hazardous  undertakings.  Thence, and 
thence  alone,  the  whole  distress  which  exists,  so  far 
as  monetary  affairs  are  concerned  in  the  country. 

Sir  R.  Peel  says,  that  the  whole  mischief  has  arisen 
with  the  Bank  Directors,  who  in  autumn  last  con- 
tinued to  make  liberal  advances  to  the  public,  at  a 
time  when  every  person  foresaw  that  a  storm  was 
approaching,  and  when  they  should  on  the  contrary  have 
been  contracting  their  operations.  The  argument  of 
the  Right  Hon.  Baronet  is, — "  We  are  starving  for 
want  of  money  in  May  ;  if  we  had  begun  to  starve 
in  October,  we  should  by  this  time  have  been  all 
right."  It  is  rather  a  singular  way,  to  be  sure,  to  effect 
a  remedy  to  a  summer  famine,  by  addiny  a  winter 
one  to  it,  and  thence  hope  for  an  entire  deliverance 
from  evil.  On  every  occasion  on  which  the  ruinous 
effects  of  our  present  currency  laws  have  made  them- 
selves manifest,  their  supporters  always  have  an  ex- 
cuse ready.  It  is  the  Bank  Directors  who  are  in 
fault.  This  excuse  has  been  so  often  stated  that  it 
has  now  become  ridiculous.  Lord  Ashburton  has 
told  us,  that  this  has  been  the  invariable  practice  of 
the  Currency  Statesmen  for  half  a  century  past.  "  The 
last  notable  settlement  of  this  endless  controversy  was 
by  the  Bank  Charter  Bill  of  1844,  and  the  great  leaders 
on  both  sides  of  the  House  of  Commons  are  resolved 
to  defend  it  in  spite  of  the  unfortunate  fact,  that  on  the 
first  occurrence  of  what  is  called  a  crisis,  the  failure  is 
apparent  in  the  evidence  of  a  state  of  embarrassment 
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and  difficulty  never  exceeded.  Mere  speculative 
reasoners  defend  their  theories  with  sufficient  ob- 
stinacy ;  but  men  who  are,  who  have  been,  or  who 
expect  to  be  Ministers  of  State,  cannot  so  easily 
afford  to  be  in  the  wrong,  or  to  confess  themselves 
to  be  not  infallible  It  is,  therefore,  stoutly  main- 
tained in  the  House  of  Commons,  by  the  leaders  of 
both  parties  and  their  numerous  partisans,  that,  look 
about  you  as  you  may  for  the  cause  of  our  difficulties, 
the  last  charter  of  the  Bank,  with  its  whimsical 
restrictions  and  provisions,  was  an  act  of  absolute 
wisdom  ;  and  if  it  be  hinted  that  it  has  failed  upon 
the  very  first  experiment,  the  answer  is  ready,  which 
during  nearly  half  a  century  that  I  have  now  watched 
these  questions  has  invariably  been  given  by  every 
successive  Minister,  that  the  stupid  Bank  Directors — 
those  scapegoats  so  conveniently  at  hand — have 
spoilt  the  wisdom  of  the  Legislature."  * 

But  let  us  consider  whether  there  is  really  any 
weight  in  Sir  R.  Peel's  observation,  and  whether  he, 
of  all  men  in  the  world,  is  entitled  to  make  it. 
What  the  Right  Hon.  Baronet  means,  evidently  is, 
that  the  crisis  has  been  brought  on  by  the  Bank 
Directors  not  drawing  in  in  time,  and  continuing  a 
lavish  and  reckless  issue  of  paper,  at  a  time  when  the 
failure  of  the  potato  crop  in  Ireland,  and  general 
deficiency  of  the  harvest  throughout  Europe,  coun- 
selled an  earlier  contraction  of  operations,  because 
they  foreboded  an  extensive  exportation  of  the  pre- 
cious metals  to  buy  food.     Now,  suppose  the  Bank 

*  The  Commercial  Crisis,  p.  4-5. 
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Directors  had  done  this,  that  they  had  acted  at  the 
moment  up  to  the  ex  post  facto  advice  now  given 
them,  what  would  have  been  the  result  ?  Could  it 
have  been  any  thing  else,  but  that  the  crisis  would 
have  come  on  in  November  instead  of  'April,&i\d  would 
have  been  at  its  height  in  the  depth  of  winter,  at  a 
time  when  the  severity  of  the  season  added  at  once  to 
the  sufferings  of  the  poor  and  the  apprehensions  of 
the  affluent.  Would  that  have  lessened  the  evil? 
Would  it  not  rather  have  immensely  aggravated  it  ? 
because  it  would  have  brought  on  the  commercial 
crisis  in  the  centre  of  the  agricultural  one,  and 
superadded  the  money  famine  to  the  food  scarcity, 
at  the  most  rigorous  and  inclement  season  of  the 
year? 

But  in  truth,  the  Bank  Directors,  so  far  from  their 
conduct  being  the  cause  of  the  crisis  which  has  en- 
sued, did  the  utmost  that  men  could  do  to  lessen  it ; 
and  but  for  their  measures,  it  would  have  been  much 
more  severe  than  it  has  actually  proved.  For,  ob- 
serve the  state  of  the  nation,  as  brought  about  by 
Sir  R.  Peel's  own  measures  before  the  difficulties 
began.  Railways  to  an  immense  extent  had  been 
set  on  foot  in  every  part  of  the  country,  the  com- 
pletion of  which  would  require  in  the  next  three 
years  an  expenditure  of  at  least  a  hundred  millions 
sterling.  To  these  railways  Sir  R.  Peel's  govern- 
ment, so  far  from  giving  any  opposition,  had  given 
the  greatest  encouragement.  They  had  lowered  the 
deposits  required  before  the  bills  passed  parliament 
from  ten  to  five  per  cent. ;  and  Sir  R.  Peel  himself 
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had  set  the  example  of  heading  a  railway  in  his 
vicinity,  and  with  a  silver  trowel  first  broke  ground 
for  its  construction.  The  free-trade  system  introduced 
by  him  in  July  1846,  necessarily  induced  a  great 
activity,  in  the  outset  at  least,  in  commercial  specula- 
tion :  and  on  that  subject,  both  parties  were  agreed. 
The  Protectionists  contemplated  with  dismay  the 
extent  of  foreign  importations  which  would  ensue, 
and  loudly  denounced  a  great  increase  of  foreign 
grain  in  the  British  market  as  the  inevitable  result 
of  the  new  system.  The  Free-traders  agreed  with 
their  opponents  in  anticipating  a  great  increase  of 
importations,  and  a  vast  augmentation  of  mercantile 
speculation  from  the  change;  but  they  considered 
this  as  its  great  advantage,  and  as  likely  to  open  an 
era  of  unheard  of  prosperity  to  the  country.  Thus, 
all  parties  were  agreed  that  the  new  measures, both  ex- 
ternally and  internally,  would,  in  the  outset  at  least, 
produce  a  great  increase  of  commercial  operations ; 
and,  of  course,  would  require  an  enlarged  currency  to 
carry  them  on.  When  tbe  bank  extended  their 
credits,  and  issued,  as  they  did  at  one  period,  notes  to 
the  amount  of  £28,000,000  sterling,  they  only  fol- 
lowed out  the  measures  of  government,  and  furnished 
that  accommodation  to  the  public,  without  which 
Sir  R.  Peel's  inland  railways  and  foreign  importa- 
tions must  have  fallen  to  the  ground. 

Now  suppose,  in  October  1846,  when  the  failure 
of  the  potato  crop  in  Ireland  and  the  wTest  of  Scot- 
land was  ascertained,  the  Bank  Directors  had  re- 
stricted their  issues,  and  lowered  their  notes  in  circu- 
lation to  their  present  amount  of  £18,000,000,  what 
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would  have  been  the  consequence?  Must  it  not 
have  been,  that  as  money  could  not  be  got  to  carry 
them  on,  all  the  commercial  undertakings  necessary 
to  work  out  the  new  system,  or  mitigate  the  exist- 
ing calamity,  must  have  been  cramped  ?  How  could 
the  vast  importation  of  grain,  amounting  in  the  seven 
months  subsequent  to  June  1846,  to  6,000,000  of 
quarters,  have  been  effected  without  liberal  accom- 
modation from  the  banks?  If  the  manufacturers 
had  been  restricted  by  the  pressure  for  money  in  their 
operations — if  the  short  time  had  begun  in  October 
instead  of  March,  which  Sir  R.  Peel  says  it  should, 
would  not  the  deficiency  of  our  exports  in  1846, 
as  compared  with  1845,  already  exceeding  £2,000,000 
sterling,  have  been  doubled?  What  benefit  could  have 
arisen  from  that  additional  embarrassment  being 
added  fco  our  other  evils  ?  Nay,  would  it  not  have 
grievously  aggravated  the  dearth  of  the  precious 
metals  consequent  on  the  great  importations  of  grain 
in  which  they  all  originated,  because  it  would  have 
caused  a  still  larger  proportion  of  the  requisite  food 
for  the  people  to  be  purchased  with  gold  and  silver  ? 
Nothing  can  be  more  evident  than  that  the  liberal 
accommodation  rendered  by  the  bank  to  the  public 
last  autumn,  to  which  Sir  R.  Peel  now  ascribes  the 
evident  and  acknowledged  failure  of  his  monetary 
system,  was  nothing  but  the  necessary  consequence 
of  the  free-trade  system  which  he  himself  introduced, 
which  induced  a  great  increase  of  importation,  and  of 
course,  for  the  time  at  least,  gave  a  great  impulse 
to  mercantile  transactions ;  and  that,  so  far  from 
having  aggravated  the  evil  that  has  ensued,  it  greatly 
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diminished  it,  by  increasing  the  means  of  pro- 
ducing the  additional  export  of  manufactures  which 
was  to  pay  for  our  enlarged  importations  of  food. 

Herein,  then,  lies  the  precise  error  and  ruinous 
effects  of  Sir  R.  Peel's  free-trade  and  monetary  sys- 
tem, combined  together,  under  which  the  nation  is 
now  so  severely  labouring,  and  from  which  no  man 
can  see  an  escape,  unless  the  Legislature  interposes 
for  our  relief.  Free-trade  may  be  a  very  good  thing, 
at  least  for  some  classes  of  society,  but  then  it  re- 
quires an  expansive  currency.  As  it  immediately 
occasions  an  enlarged  importation  of  food,  which 
foreigners  can  raise  cheaper  than  us,  because  they  are 
poorer,  it  absolutely  requires  an  expansive  currency 
to  keep  mercantile  transactions  afloat,  when  the  pre- 
cious metals  are  withdrawn  to  pay  for  their  increased 
importations.  But  at  the  very  moment  that  the 
measures  in  preparation,  and  which  have  now  re- 
ceived their  full  accomplishment,  were  thus  rendering 
indispensable  a  great  expansion  of  the  currency,  the 
laws  enacted  suddenly  contracted  it.  Based  on  the 
principle  that  gold  is  to  be  the  sole  foundation  be- 
yond a  certain  limit  of  the  exchanges  between  man 
and  man,  the  law  of  1844  compels  the  bank,  in 
proportion  as  the  precious  metals  are  withdrawn 
from  the  circulation,  to  draw  in  their  notes  also.  No 
sooner  has  one  set  of  laws  induced  a  vast  importa- 
tion of  subsistence,  and  exportation  of  gold,  than 
another  set,  at  the  very  same  instant,  contracts  the 
paper  also.  Credit  is  shaken,  accommodation  is 
stopped,  distrust  is  sown  at  the  very  time  when  en- 
gagements are  heaviest,  loans  most  required,  labour 
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most  largely  embarked  in  undertakings.  With  the 
right  hand  government  gives  the  greatest  possible 
encouragement  to  domestic  railways,  and  does  every 
thing  in  its  power  to  extend  foreign  trade,  while 
with  the  left  it  fetters  the  hands  by  which  these 
undertakings  are  to  be  carried  on,  and  renders  the 
very  causes  which  require  any  augmentation  of  the 
currency,  the  certain  means  of  ruinously  contracting 
it.  Sir  R.  Peel's  measures  of  "  Free  Trade  and  a 
Fettered  Currency,"  acting  together,  not  only  ruin 
credit  at  the  very  time  when  its  establishment  is 
most  required,  but,  by  a  perverse  ingenuity  in  mis- 
chief, establish  a  machinery  which  permanently 
renders  the  one  the  cause  of  the  other.  Is  it  sur- 
prising that  under  such  a  system,  a  monetary  crisis 
follows  the  first  expansion  of  foreign  and  domestic 
industry,  and  that  bankruptcy  to  thousands,  ruin  to 
millions,  invariably  succeed  the  first  symptoms  of  a 
delusive  prosperity  ? 


CHAPTER  III. 

IS  IT  CAPITAL  OR  CURRENCY  WHICH  IS  WANTING  ? 

The  Chancellor  of  the  Exchequer  says  that  it  is 
not  currency  but  capital  which  is  wanting,  and  that 
no  issue  of  five  or  one  pound  notes,  however  ex- 
tensive, could  obviate  the  scarcity  of  the  latter,  which 
is  the  cause  of  all  our  sufferings.  Following  up  the 
same  line  of  argument,  The  Times  strenuously,  and 
with  all  its  wonted  ability,  maintains  that  the  rail- 
ways are  the  cause  of  all  the   mischief:  that  they 
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have  landed  us  in  undertakings  evidently  beyond  our 
capital,  and  that  the  din  of  a  thousand  sledge- 
hammers conveys  but  a  faint  idea  of  the  effect  pro- 
duced by  the  calls,  now  amounting  to  a  million  ster- 
ling a  week,  requisite  to  carry  on  these  undertakings. 
The  official  head  of  the  bullion  party,  the  head  of  the 
financial  department  in  the  Legislature,  their  chief 
organ  and  the  press,  concur  in  the  same  arguments. 
They  do  not  deny  the  distress.  They  say  it  is  ascribed 
by  their  antagonists  to  a  wrong  cause.  In  one  sense 
they  are  right.  If  there  is  really  a  deficiency  of  capital 
to  carry  on  our  undertakings,  nothing  is  more  certain 
than  that  no  issue  of  notes  could  alleviate  it :  on  the 
contrary,  they  would  only  render  the  ultimate  crash 
the  greater  by  being  longer  postponed.  And  e  con- 
verso,  if  there  is  no  deficiency  of  capital,  but  on  the 
contrary  a  superabundance  of  it  in  the  country,  then  it 
is  evident  that  the  present  crisis  is  not  owing  to  any 
want  of  the  requisite  funds  to  complete  all  we  have 
in  hand,  but  to  an  erroneous  monetary  system,  which 
prevents  the  requisite  proportion  of  those  funds  from 
being  converted  into  the  convenient  and  necessary 
form  of  a  currency  which  can  pass  from  hand  to 
hand.  Here,  then,  is  a  test  established  by  the  ablest 
of  the  bullion  party,  by  which  it  may  at  once  be  ascer- 
tained which  party  is  right  in  the  views  they  severally 
entertain  of  the  existing  distress  and  the  causes  to 
which  it  is  to  be  ascribed.  And  there  are  many  consi- 
derations which  demonstrate  beyond  a  doubt  that  it 
is  not  capital  but  currency  which  is  wanting;  and 
that  were  it  not  for  the  causes  which  so  ruinously 
contract  the  latter,  at  the  very  time  when  its  exten- 
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sion  is  required,  we  might  at  this  moment  be  in  the 
highest  state  of  prosperity. 

That  the  demand  for  capital  to  complete  the 
railways  which  have  received  the  sanction  of  the 
Legislature,  occurring  at  the  same  time  when  the 
importation  of  food  occasioned  by  the  Irish  famine, 
and  consequent  exportation  of  gold,  is  most  exten- 
sive, has  very  much  aggravated  the  existing  distress, 
may  readily  be  conceded.  It  is  impossible  that 
calls  for  £500,000  or  £1,000,000  a  week  can  go  on 
for  any  length  of  time,  when  credit  is  short  and 
accommodation  difficult,  without  occasioning  a  serious 
derangement  of  the  money  market.  But  would  the 
capital  of  the  country  be  unable  to  meet  these  calls 
if  the  currency  were  not  contracted,  and  the  wealth 
of  Great  Britain  even  in  sufficient  quantities  melted 
down  into  the  form  which  constitutes  oil  for  the 
social  and  industrial  machine  ?  That  is  the  point, 
and  in  order  to  arrive  at  a  right  conclusion  on  the 
subject,  we  must  examine  what  the  capital  of  the 
country  has  proved  equal  to  in  former  and  present 
times. 

During  the  war,  when  the  population  of  the 
country  ranged  from  fourteen  to  eighteen  millions, 
and  its  exports  from  forty  to  fifty  millions  annually, 
but  when  it  had  a  sufficient  currency,  no  less  than 
£600,000,000  was  borrowed  in  twenty-two  years  by 
the  government,  never  at  a  higher  rate  than  5§  per 
cent.,  being  on  an  average  about  £28,000,000  a-year. 
In  the  years  1813,  1814,  and  1815,  no  less  than 
£156,000,000  Were  borrowed,  being  at  the  rate  of  a 
million  a  week  for  three  years,   and  yet  the  dearest 
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of  these  loans  was  contracted  for  by  government  at 
£4,  15s.  6d.  per  cent. !  Are  we  to  be  told  that  the 
capital  of  the  country  has  decreased  so  much  during 
the  last  thirty  years,  that  while  a  million  a  week 
was  felt  as  no  strain  by  eighteen  millions  of  British 
subjects,  when  continued  for  three  years  from  1813  to 
1815,  payment  of  the  same  sum  for  a  few  weeksbrought 
eight-and-twenty  millions  to  the  verge  of  ruin  in  1847? 
Has  the  boasted  industry  of  the  Anglo-Saxon  race 
not  only  accumulated  nothing,  but  merely  fed  upon 
its  savings,  and  ruinously  contracted  its  stock  during 
that  period?  If  so,  it  says  little  for  the  liberal 
party  and  the  political  economists,  who  during  the  last 
quarter  of  a  century  have  had  the  entire  direction  of 
its  affairs,  that  so  deplorable  a  result  should  have 
followed  the  adoption  of  their  measures. 

In  the  next  place,  unequivocal  symptoms  at  the 
present  day  demonstrate  that  there  really  is  no  defi- 
ciency in  our  capital,  but  that  all  we  want  is  a 
sufficient  currency.  The  capital  of  the  country  has 
been  greatly  enlarged,  instead  of  being  contracted,  by 
the  recent  currency  laws;  because  the  value  of 
money  has  been  increased  forty  or  fifty  per  cent. — 
Every  million  has,  for  every  useful  or  necessary  pur- 
pose, been  turned,  by  the  laws  of  1819,  1826,  and 
1844,  into  a  million  and  a  half.  The  reality  of  this 
change — of  this  vast  addition  to  the  available  capital 
of  the  country,  distinctly  appears  in  the  current 
rate  of  interest,  which,  as  every  one  knows,  ante- 
rior to  the  present  crisis  had  fallen  to  three 
per  cent.  The  funds  were  above  100 :  for  some 
weeks  they  were  103  and   104 :  the  four  per  cents. 
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were  successively  changed  into  3^,  and  the  3^  to  3^ 
per  cent,  without  any  difficulty  by  government.  Is 
this  state  of  things  an  indication  of  diminished 
capital  ?  Is  it  not  rather  the  clearest  indication  of 
redundant  capital?  of  a  state  of  things  in  which 
the  accumulated  savings  of  the  nation  during  thirty 
years  of  peace,  have  become  so  considerable  that  they 
can  no  longer  find  a  profitable  investment  at  home  ? 
In  truth,  the  South  American  mania  of  1825,  and 
the  North  American  mania  of  1836,  as  well  as  the 
Railway  Mania  of  1845,  have  all  been  brought  about 
by  the  same  cause,  viz ,  a  plethora  of  capital  in  the 
country,  which  led  men  to  seek  the  hazard  of  foreign 
undertakings,  rather  than  the  certainty  of  slender 
domestic  profits. 

In  the  third  place,  if  the  present  state  of  the 
money  market  is  considered,  it  affords  the  most 
decisive  evidence  that  it  is  in  the  Currency,  not  the 
Capital,  that  the  deficiency  exists.  The  Chancellor 
of  the  Exchequer  borrowed  £8,000,000  for  the  Irish 
loans,  at  £3,  7s.  6d.  per  cent.  The  3  per  cent,  funds 
are  now  at  88  ;  they  have  never,  during  the  present 
crisis,  been  below  86  per  cent.  This  shows  that  the 
rate  of  interest  for  durable  investments  has  not  yet 
generally  risen  to  four  per  cent.  But  advances  of  cash 
by  bankers  a  for  temporary  purposes  have  risen 
generally  to  six,  in  some  cases  to  ten,  twelve,  and 
fifteen  per  cent. — a  state  of  matters  wholly  un- 
exampled even  when  the  nation  was  expending 
one  hundred  and  twenty  millions  a-year,  and  lend- 
ing government  fifty  millions  annually  during  the 
war.      The  capitalist  for   a  durable  investment   is 
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still  glad  to  get  4  or  4^  per  cent. ;  but  the  money- 
changer will  not  let  his  cash  out  of  his  hands  for  less 
than  six,  eight,  ten,  or  twelve  per  cent.  Can  more 
decisive  proof  be  required  that  capital  is  abundant 
even  to  excess,  and  currency  scarce  even  to  famine  ? 
Further,  the  changes  of  credit  and  public  confi- 
dence which  are  at  this  moment  (July  1st,.  1847) 
taking  place  over  the  whole  country,  afford  the 
clearest  proof  that  it  is  not  capital  but  currency 
which  is  wanting.  The  weather,  which  had  pre- 
viously been  cold  and  unpropitious,  became  fine  in 
the  last  week  of  May;  and  a  brief  period  of  uncom- 
mon solar  warmth  and  splendour  caused  the  lateness 
of  the  season  to  be  forgotten.  What  was  the  result? 
Why,  that  confidence  in  some  measure  revived;  prices 
of  provisions  fell,  and  of  other  articles  rose;  the 
funds  advanced  fully  2  per  cent.;  railway  shares  rose, 
and  the  genial  influence  of  the  sun's  rays  was  felt  in 
all  the  transactions  of  social  life.  To  what  is  this 
rapid  change  consequent  on  the  weather  to  be 
ascribed  ?  It  will  hardly  be  said  that  solar  warmth 
augments  the  capital  of  the  country.  Unquestionably 
it  does  not  add  a  sovereign  to  our  realised  wealth. 
But  it  affects  our  currency  instantly  and  powerfully, 
because  it  promises  to  induce  a  state  of  things  when 
the  export  of  the  precious  metals,  to  which  all  our 
distresses  are  more  immediately  owing,  will  cease, 
by  the  termination  of  the  great  importation  of  pro- 
visions. Thence  it  is  that  the  warmth  of  the  weather 
affects  in  so  remarkable  a  manner  the  state  of  com- 
mercial credit,  and  that  stock  of  all  kinds  rises  and 
falls  with  the  changes  of  the  barometer.     On  the 
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supposition  of  the  crisis  being  owing  to  the  want 
of  currency,  this  is  perfectly  intelligible,  and  in  truth 
unavoidable:  on  that  of  its  being  owTing  to  a  lasting 
and  incurable  want  of  capital,  it  is  altogether  inex- 
plicable. 

Lastly,  if  any  additional  evidence  on  the  sub- 
ject were  wanting,  it  would  be  afforded  by  the 
authentic  proof  of  the  state  of  the  national  wealth, 
which  the  returns  of  the  income-tax  afford.  That  tax, 
at  7d.  in  the  pound,  or  £2,l7s.8d.  per  cent,  produces 
£5,200,000  a-year,  in  round  numbers,  on  an  average 
of  years,  though  the  tax  only  touches  incomes  above 
£150  a-year.  At  the  same  rate  it  would  pro- 
duce, at  ten  per  cent,  about  £17,500,000  yearly. 
It  is  not  going  too  far  to  say  that  if  it  was 
brought  down,  as  it  was  during  the  war,  to  incomes 
above  £50  a-year,  it  would  produce  £20,000,000 
annually.  In  the  last  year  of  the  war  it  produced 
£15,000,000  a-year;  and  with  that  income  the 
nation  had  no  difficulty,  at  the  close  of  a  twenty-years' 
contest,  in  advancing  £50,000,000  a-year  between 
loan  and  exchequer  bills  to.  Government.  The  wealth 
of  the  country,  therefore,  as  proved  by  the  income- 
tax,  has  increased  nearly  a  third  since  the  peace, 
a  rate  of  increase  nearly  as  great,  though  not  quite  so 
considerable,  as  the  growth  of  the  population,  wThich 
during  the  same  period  has  advanced  a  half.  The 
difference  is  owing  to  the  contraction  of  the  currency 
by  the  bill  of  1819.  But  such  as  the  increase  in  the 
wealth  is,  it  is  so  great  as  to  render  it  altogether  ex- 
travagant to  suppose  that  the  present  distress  is 
owing  to  any  want  of  capital;  for  the  nation  which, 
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eighteen  millions  strong,  and  possessing  an  income 
that  yielded  fifteen  millions  a-year,  with  ease  stood 
an  annual  drain  of  fifty  millions  in  the  shape  of  loans 
to  Government,  could  never  be  distressed  by  raising  a 
similar  sum  for  railways  with  a  population  of  eight- 
and-twenty  millions,  and  an  income  capable,  at  the 
same  rate  of  taxation,  of  producing  annually  twenty 
millions. 

Strong  as  the  preceding  considerations  are,  there 
are  two  others  still  stronger,  which  bear  with  over- 
whelming force  on  this  subject. 

The  first  of  these  is,  that  it  is  now  ascertained  by 
authentic  evidence  that  all  our  former  commercial 
crises,  without  one  single  exception,  have  been  stopped 
or  alleviated  by  an  increased  issue  of  paper,  the  pre- 
cise thing  which  the  present  law  prevents,  substi- 
tuting for  it  a  pernicious  contraction  of  those  issues 
at  the  critical  moment. 

The  first  financial  and  commercial  crisis  occurred 
in  1793,  on  the  breaking  out  of  the  war:  and  the 
famous  Bullion  Committee  of  1810  has  told  us  how 
it  was  remedied. 

"  In  the  year  1793  distress  was  occasioned  by  the  failure  of  con- 
fidence in  the  country  circulation,  and  a  consequent  pressure  upon 
that  of  the  London.  The  Bank  of  England  did  not  think  it  advisable 
to  enlarge  their  issues  to  meet  this  increased  demand,  and  their 
notes  previously  issued,  circulating  less  freely  in  consequence  of  the 
alarm  that  prevailed,  proved  inefficient  for  the  necessary  payment. 
In  this  crisis  parliament  applied  a  remedy,  very  similar  in  its  effect 
to  an  enlargement  in  the  advances  and  issues  of  the  bank  ;  a  loan 
of  exchequer  bills  was  authorised  to  be  made  to  as  many  mercantile 
persons,  giving  good  security,  as  should  apply  for  them,  and  the  con- 
fidence which  this  measure  diffused,  as  well  as  the  increased  means 
which  it  afforded  of  obtaining  bank  notes  through  the  sale  of  the 
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exchequer  bills,  speedily  relieved  the  distress,  both  in  London  and  in 
the  country? 

The  report  states  that,  in  1797, 

"  An  alarm  of  invasion,  a  run  upon  the  country  banks  for  gold,  the 
failure  of  some  of  them,  and  a  run  upon  the  Bank  of  England,  formed 
a  crisis  like  1793,  for  which,  perhaps,  an  effectual  remedy  might  have 
been  provided,  if  the  Bank  of  England  had  had  courage  to  extend, 
instead  of  restricting,  its  accommodations  and  issues  of  notes.  Some 
few  persons,  it  appears  from  the  report  of  the  secret  committee  of 
the  Lords,  were  of  this  opinion  at  the  time  ;  and  the  late  governor  and 
deputy-governor  of  the  Bank  stated  to  your  committee  that  they 
and  many  of  the  directors  are  now  satisfied,  from  the  experience  of  the 
year  1797,  that  the  diminution  of  tlieir  notes  in  that  emergency  increased 
the  public  distress,  an  opinion  in  the  correctness  of  which  your  commit- 
tee entirely  concur? 

The  way  in  which  Mr  Pitt  met  this  crisis  is  well 
known.  He  suspended  cash  payments  by  an  Order 
in  Council  in  February  1797,  issued  one-pound  Bank 
of  England  notes  in  abundance,  restored  credit,  reani- 
mated industry,  and  gave  the  country  the  means  of 
surmounting  all  the  expenses  and  dangers  of  the  war. 

The  next  great  crisis  in  financial  and  commercial 
affairs  was  in  1810,  when,  in  consequence  of  the  im- 
mense demand  for  gold  and  silver  for  the  campaigns 
of  1809  in  Germany  and  Spain,  and  in  1810  for  the 
enormous  expense  of  the  vast  armament  which  at 
length  brought  the  forces  of  Napoleon  to  a  stand  at 
Torres  Vedras,  the  precious  metals  almost  entirely 
disappeared  from  circulation,  insomuch  that  a  light 
guinea  sold  for  four  or  five-and-twenty  shillings.  But 
nevertheless  that  crisis  was  met  and  surmounted.  And 
how?  By  the  Bank  of  England  increasing  its  discounts 
to  the  enormous  and  unprecedented  amount  of  twenty 
millions  from  £15,475,000  in  the  preceding  year: 
and  by  the  issue  of  notes  by  the  Bank  of  England 
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alone,  independent  of  the  country  banks,  reaching 
£21,000,000  sterling*  The  same  immense  issue 
continued  down  to  the  close  of  the  war.  In  the  year 
1814  the  issue  of  notes  between  the  Bank  of  England 
and  the  provincial  banks  reached  £48,000,000  ster- 
ling ;  and  beyond  all  question  it  was  this  ample  cur- 
rency, when  the  necessities  of  the  contest  had  with- 
drawn the  whole  specie  from  our  shores,  which  brought 
us  through  all  the  perils  of  that  time.  It  did  more 
— it  rendered  us  prosperous  and  happy  during  their 
continuance.  Not  a  shadow  of  a  doubt  can  remain, 
after  the  experience  we  have  since  had,  that  undfi* 
the  system  since  introduced,  of  making  the  with- 
drawal of  the  specie  become  a  signal  for  the  contrac- 
tion of  the  notes,  we  should  have  been  ruined 
individually  and  nationally  before  the  period  of  the 
Moscow  campaign,  and  have  been  at  this  moment  a 
province  of  France. 

In  1825,  another  crisis  occurred  in  the  country 
more  terrible  than  any  of  the  former  ones,  because  it 
was  preceded  by  a  greater  amount  of  previous  extra- 
vagant speculation,  and  accompanied  by  a  necessity 
of  cash  payments  on  the  part  of  the  Bank  under  the 
Act  of  1819.  Lord  Ashburton,  whose  great  weight  as 
regards  monetary  affairs,  and  official  acquaintance  with 
the  circumstances  of  that  catastrophe,  renders  his 
opinion  of  peculiar  value,  has  given  the  world  some 
highly  important  details  regarding  its  dreadful  cha- 
racter and  the  means  by  which  it  was  surmounted — 

**  The  gold  of  the  Bank  was  drained  to  within  a  very  few  thousand 
pounds  ;  for  although  the  public  returns  showed  a  result  rather  less 

*  See  Table,  in  Appendix  to  "England  in  1815  and  1845,"  col.  7. 
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scandalous,  a  certain  Saturday  night  closed  with  nothing  worth 
mentioning  remaining.  The  application  made  to  Lord  Liverpool 
was  for  an  Order  in  Council  to  do  that  which  necessity  seemed 
about  to  accomplish  —  the  suspension  of  cash  payments ;  and 
this  gave  rise  to  the  conference  I  have  mentioned  between  Lord 
Liverpool,  Mr  Huskisson,  the  Governor  of  the  Bank,  and  myself. 

"  We  recognised  at  once  the  following  facts  in  this  case — for, 
as  has  been  already  observed,  the  position  of  things  in  cases  of 
alarm  and  pressure  are  seldom  or  never  exactly  similar. 

"  The  credit  of  the  Bank  for  all  domestic  purposes  was  perfect. 
There  was  no  man  in  the  country  who  was  not  ready  to  take  its 
paper  as  a  means  of  circulation,  and  to  give  even  Ms  gold  for  it, 
the  moment  he  was  assured  that  his  neighbour  would  take  it 
from  him  again.  The  gold  was  not  wanted  to  send  abroad;  the 
^,te  of  the  foreign  exchanges  forbade  it  ;  there  was,  therefore, 
no  fear  of  depreciation  of  paper.  The  necessity  and  pressure 
were  purely  domestic  :  what  was  wanted  was  something  which 
every  body  was  disposed  to  trust  as  a  substitute  for  what  every 
body  distrusted  ;  and  the  paper  of  the  Bank  of  England  answered 
in  such  a  state  of  things  the  purpose  as  well  as  gold  —  it  may 
be  said  to  have  done  so  even  better,  as  being  more  transmissible,  and 
reaching  more  readily  and  rapidly  the  points  where  it  was  wanted. 

"  In  this  state  of  things  the  remedy  for  the  difficulty  was  obvious, 
and  unanimously  agreed  to  by  us.  Although  the  Bank  had  no 
specie  left,  a  large  additional  issue  of  notes  was  made,  and  about 
,£1,500,000,  of  those  of  £1,  which  were  accidentally  found  to  be 
in  existence,  were  circulated;  the  relief  was  immediate,  the  country 
received  a  circulating  currency  in  which  every  body  had  entire  con- 
fidence, and  the  useless  gold  was  returned  to  the  Bank.  The 
notes  by  this  proceeding  were  increased  from  £19,748,000  in 
December  1825,  to  £24,4?9,000  in  March  1826  ;  and  having 
served  to  relieve  the  pressure,  they  gradually  subsided  before  the 
end  of  that  year  to  their  ordinary  amount  again  of  £19,951,000, 
while  the  bullion  in  the  Bank  was  successively  increased  by  this 
increase  of  paper  in  opposition  to  the  theory  of  1844,  which  pre- 
sumes from  such  cause  a  necessary  diminution."* 

Thus  this  most  perilous  crisis  was  surmounted 
entirely  by  an  increased  issue  of  paper  at  the  critical 
moment  when  the  panic  was  at  its  height,  and  the 

*  The  Commercial  Crisis,  p.  1 3. 
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Bank  had  no  specie  left.  A  more  decisive  instance  of 
the  beneficial  effects  of  acting  on  a  principle  diamet- 
rically opposite  to  the  prevailing  theories  of  this  time 
cannot  be  imagined ;  and  it  is  particularly  worthy  of 
observation,  that  experience  has  proved  that  when 
the  paper  was  largely  issued,  the  gold  returned  to 
the  Bank. 

Another  crisis  occurred  from  1836  to  1840,  in 
consequence  of  the  great  importation  of  grain,  and  the 
exportation  of  a  corresponding  amount  of  gold  and 
silver,  from  the  recurrence  of  four  bad  harvests 
in  succession.  It  was  of  very  long  endurance,  much 
longer  than  any  of  the  preceding,  because  the  restric- 
tions under  which  the  Bank  now  laboured,  and  the 
vivid  recollection  of  the  crisis  of  1825,  deterred  the 
Directors  from  giving  that  support  to  the  public 
which  might  earlier  have  arrested  the  calamity.  It 
was  at  length  given,  however  ;  the  Bank  of  England 
notes  in  circulation,  which  in  1839  had  sunk  under 
Sir  R.  Peel's  system  of  contracting  the  currency 
on  the  first  appearance  of  difficulty  to  £15,317,010, 
having  been  increased  to  £19,361,410,  in  1843  * 
The  Northern  and  Central  Bank  of  England,  however, 
had  broken  down,  and  all  the  North  American  houses 
been  seriously  endangered,  some  damaged,  before  the 
relief  then  rendered,  tardy  and  comparatively  ineffi- 
cacious, was  afforded. 

Thus,  in  every  instance  within  the  memory  of  man, 
periods  of  commercial  distress  and  difficulty  have 
been  surmounted  by  an  enlarged  issue  of  paper,  at  the 

*  See  Table  in  App.  to  "England  in  181.5  and  1845,"  col.  2d. 
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time  when  the  specie  had  disappeared  from  the 
effects  of  extensive  foreign  importations.  That  this 
should  be  the  case  is  no  way  surprising,  when  it  is 
recollected,  that  as  these  catastrophes  are  all  brought 
about  by  the  currency  being  contracted  at  the  time 
that  its  expansion  is  called  for,  the  remedy  is  naturally 
to  be  sought  for  in  a  proportional  enlargement  of  that 
necessary  element  of  commerce.  It  is  just  as  intel- 
ligible that  in  these  circumstances  an  enlarged  issue 
of  paper  should  alleviate  the  existing  distress,  as 
that  a  plentiful  supply  of  grain  to  a  starving  popu- 
lation should  put  a  stop  to  the  horrors  of  famine. 
Common  sense  dictates  such  a  course ;  reason  sanc- 
tions it,  and  experience  on  repeated  occasions  has 
demonstrated  its  entire  efficacy  in  arresting  the  evil. 
But  theory,  based  on  the  absurd  principle,  that  gold 
is  the  only  safe  basis  of  a  currency,  and  therefore 
that  the  latter  must  be  contracted  when  the  former 
is  withdrawn,  has  stepped  in,  and  deprived  us  of  the 
remedy  proved  on  former  occasions  to  be  so  effica- 
cious. Thence  our  present  distresses  —  thence  a 
shock  to  credit,  which  has  sent  multitudes  of  respec- 
table persons  into  the  Gazette,  and  deprived  millions 
of  bread — thence  a  rise  of  interest  which  has,  for  a 
twelvemonth  at  least,  deprived  manufacturing  and 
commercial  industry  of  its  whole  profit.  Amidst  all 
our  declamations  on  the  light  of  the  age,  and  the 
progress  of  just  ideas  on  commercial  subjects  since 
the  publication  of  the  "  Wealth  of  Nations/'  we  have 
fallen  into  a  superstitious  veneration  for  gold,  exceed- 
ing that  which  Adam  Smith  so   successfully  com- 
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bated,  equalling  that  for  which  the  chemists  of  the 
dark  ages  have  been  justly  ridiculed.  Sir  R.  Peel's 
monetary  measures  will  be  classed  by  future  times 
with  the  hallucinations  of  alchymy,  with  this  differ- 
ence, that  they  were  more  pernicious ;  for  the  bul- 
lionists  paralysed  industry,  whereas  the  alchymists 
only  wasted  genius.  They  have  at  once  induced 
the  disease,  and  taken  away  the  remedy. 

If  any  thing  could  add  to  the  strength  of  the  argu- 
ment derived  from  these  facts,  as  to  the  pernicious 
effect  of  our  present  monetary  system,  it  would  be 
found  in  the  circumstance  that  this  ruinous  system 
was  introduced  at  the  very  time  that  the  general 
contraction  of  the  circulation  of  the  globe — in  conse- 
quence of  the  failure  of  the  wonted  supplies  from  the 
South  American  States,  from  the  unhappy  convulsions 
of  which  for  nearly  forty  years  that  beautiful  quarter 
of  the  earth  has  been  the  theatre — had  diffused  every 
where  a  portion  of  those  evils,  which  our  system 
tended  so  fearfully  to  aggravate.  This  subject  is  one  of 
the  very  utmost  importance,  and  one  which  has  received 
hitherto  much  less  attention  than  either  historians  or 
philosophers  should  have  bestowed  upon  it.  It  affords 
the  true  key,  coupled  with  the  contraction  of  our 
currency,  to  the  numerous  social  evils  under  which, 
ever  since  the  peace,  the  country  has  laboured,  and 
which  to  so  many  observers  have  appeared  inexplicable. 
Most  valuable  information  concerning  it  is  to  be 
found  in  Mr  Jacob's  "History  of  the  Precious  Metals," 
and  in  several  articles  of  The  Quarterly  Review,  espe- 
cially those  in  Nos.  85  and  96.*  A  short  statement  of 

*  See  No.  85,  p.  279. 
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the  result  of  the  inquiries  of  the  writers  is  all  for  which 
space  can  here  be  afforded,  momentous  as  the  subject 
is,  and  directly  as  it  bears  on  the  present  question. 

It  appears  from  the  first  column  in  the  table  in 
the  appendix,  compiled  from  the  official  returns  of 
the  consuls  in  South  America,  made  to  government 
in  the  year  1834,  that  the  average  amount  of 
money  raised  and  coined  from  the  mines  of  Mexico 
and  South  America,  which,  prior  to  1810,  had 
reached  an  average  of  about  £5,000,000  a  year,  had 
sunk  about  the  year  1820  to  £2,500,000,  and  in 
several  years  was  much  less.  Great  as  this  defalca- 
tion is,  it  exhibits  but  a  part  of  the  diminution  of  the 
precious  metals  for  the  use  of  the  globe  which  has  been 
occasioned  by  the  South  American  Revolution.  It  ap- 
pears from  the  statements  in  Humboldt's  "  Nouvelle 
Espagne"  that  the  average  amount  of  the  produce  of 
the  South  American  and  Mexican  mines  from  1800 
to  1810  was  47,000,000  dollars  (£10,000,000)  an- 
nually, of  which  26,500,000  came  from  Mexico,  and 
20,500,000  from  Southern  America*  But  such  was 
the  devastation  produced  by  the  South  American  revo- 
lution which  broke  out  in  1810,  that  the  defalcation 
of  specie  coined  in  Mexico  and  Peru,  fell  off  thus  : — 


Periods. 

Mexico  Dollars. 
Average. 

Potosi  Dollars. 
Average. 

Average  price 

of  Wheat  in 

England, 

price  of  1700 
being  100s. 

Average 
Price  at 
Dantzic. 

Average 
Price  of 
Wheat  in 
Europe. 

1780-1789 
1790-1799 
1800-1809 
1810-1819 
1820-1826 

19,340,356 
23,108,028 
22,608,151 
11,000,000 
9,000,000 

3,161,880 

2,988,835 

3,000,000 

500,000 

500,000 

131s. 

160 

223 

216 

163 

130s. 

170 

257 

206 

124 

137s. 

174 

244 

232 

189t 

*  Humboldt,  Nouvelle  Espagne,  iii.  257-260. 
t  Quarterly  Review,  No.  85,  p.  293. 
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This  table  illustrates  both  the  enormous  falling  off 
in  the  supplies  of  specie  for  the  globe,  in  consequence 
of  the  South  American  revolution,  and  the  instan- 
taneous effect  which  it  had  in  reducing  the  price  of 
food,  and  of  course  of  all  other  articles  of  human  con- 
sumption, throughout  the  globe.  According  to  the 
well-informed  author  of  the  article  above  referred  to, 
in  The  Quarterly  (No.  85),  the  annual  supply  of  the 
precious  metals  for  the  use  of  the  globe  previous 
and  subsequent  to  1810,  has  stood  thus: — 

Previous  to  1810,       Subsequent  to 
dollars.  1810,  dollars. 

Europe  and  Northern  Asia,  4,000,000  5,000,000 

Indian  Archipelago,  2,980,000  2,980,000 

Africa,  1,000,000  1,000,000 

America,  47,000,000  15,000,000 


54,980,000      23,980,000.* 

"  Even,"  as  the  author  observes,  from  whom  these 
invaluable  details  are  taken,  "if  the  demand  for 
the  precious  metals  for  the  use  of  the  world  had 
remained  stationary,  a  defalcation  in  the  supply  to 
such  an  amazing  amount,  must  have  affected  the 
relative  value  of  the  precious  metals  to  a  greater 
degree  than  any  event  since  the  discovery  of  America, 
with  which,  indeed,  it  is  in  this  respect  alone  to  be 
compared,  or  rather  contrasted.  But  the  rapid 
growth  during  this  period  of  the  capacity  of  the  two 
great  absorbents  of  the  precious  metals,  commerce  and 
luxury,  is  scarcely  less  remarkable  than  the  extraor- 
dinary decrease  of  the  supply.  Considering  the 
increase  in  the  mass  of  commodities  in  circulation 
now  (1830)  with  what  was  the  case  twenty  years  ago, 
the  accelerated  movement  with  which  the  growth  of 

•  Quarterly  Review,  No.  85,  vol.  xlii.  p.  287.     By  Mr  Jacob. 
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the  population  has  proceeded  since  the  restoration 
of  peace,  and  the  quickened  pace  with  which  com- 
merce and  civilisation,  hand  in  hand,  are  striding 
onward  towards  the  markets  of  the  world,  an  increase 
in  the  absolute  quantity  of  the  circulating  medium, 
to  the  amount  of  at  least  ten  per  cent,  must  have 
taken  place  during  the  last  twenty  years.  Contem- 
poraneous with  this  has  been  the  vast  increase  in 
the  amount  of  gold  and  silver  manufactured  for  the 
purposes  of  luxury,  which  has  notoriously  and  im- 
mensely increased  during  the  same  period.  We  do 
not  wish  to  attach  any  undue  importance  to  calcula- 
tions founded  on  assumptions  which  may  be  disputed 
— we  take  our  stand  on  the  plain  and  undeniable 
facts,  that  there  has  been  since  1810  a  defalcation 
in  the  usual  supply  of  the  precious  metals  to  the 
amount  of  589,000,000  dollars  (£124,000,000 ;)  that 
we  have  also  suffered  a  damnum  emergens  since  1815 
of  300,000,000  dollars,  (£60,000,000,)  by  the  des- 
truction of  English  paper,  and  that  the  ordinary 
supply  during  the  same  period  has  greatly  and  noto- 
riously increased.  No  one  will  deny  that  these  form 
sufficient  grounds  for  the  presumption, — that  they 
amount,  in  fact,  a  priori,  to  the  strongest  possible 
proof, — that  a  considerable  rise  in  the  value  of  the 
precious  metals  must,  as  an  inevitable  consequence, 
have  taken  place."* 

We  are  aware  that  since  the  year  1830,  when 
these  lines  were  written,  a  considerable  increase 
in  the  produce  of  the  gold  mines  of  Russia 
has    taken    place,   and    that    of  the    South    Ame- 

*  Quarterly  Review,  vol.  xliii.  p.  291. 
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rican  mines  has,  to  a  certain  degree,  revived. 
The  annual  produce  of  the  Russian  mines  is  stated 
to  be  now  between  two  and  three  millions  sterling : 
but  the  price  of  grain,  as  indicated  in  the  last  column 
of  the  Table  in  the  Appendix  to  "  England  in  1815 
and  1845,"  affords  decisive  evidence  that  a  great 
defalcation  in  the  supply  of  the  precious  metals  for 
the  globe  still  exists,  and  is  concurring  with  the  con- 
traction of  the  English  paper  currency,  in  producing  the 
low  rate  of  prices  which  at  present,  in  all  save  years  of 
scarcity,  depresses  the  interests  of  British  agriculture. 

Now,  it  was  at  the  very  time  when  this  great  dimi- 
nution in  the  supply  of  the  precious  metals  through- 
out the  globe  had  produced  so  calamitous  a  reduc- 
tion in  every  species  of  industrial  remuneration,  that 
the  bill  of  1819  was  passed,  which  doubled  the  evil  by 
superadding  to  the  scarcity  of  specie  which  arose 
from  causes  beyond  our  control,  a  scarcity  in  bank 
notes  of  our  own  creation.  With  the  first  calamity 
our  present  rulers  are  not  chargeable.  The  last  is 
entirely  their  work,  and  for  all  the  wretched  effects  it 
produced  they  are  responsible. 

Many  persons  imagine  that,  great  as  are  the  evils 
which  have  arisen  from  the  experiment  now  tried 
for  above  twenty-five  years  of  having  our  circulation 
based  entirely  upon  gold,  they  are  unavoidable; 
and  these  evils  are  the  price  which  we  pay  for  avoid- 
ing the  still  greater  calamities  arising  from  an  over- 
issue of  paper,  and  the  extravagant  speculation  to 
which  it  gives  rise.  That  the  issue  of  paper  is 
capable  of  being  most  easily  abused,  and  that,  if 
issued  without  due  checks,  it  may  cause  a  feverish 
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period  of  prosperity  to  be  succeeded  by  a  dreadful 
reverse,  no  one  acquainted  with  history,  and  espe- 
cially with  the  annals  of  French  assignats,  will  dispute. 
But  the  alternative  now  is  not  a  gold  currency  or  a 
redundant  and  dangerous  paper  issue,  but  a  gold  cur- 
rency, or  a  safe  and  regulated  paper  currency.  It  is 
quite  easy  to  specify  many  different  plans  which  will 
provide  an  ample  currency  for  the  increased  popula- 
tion and  transactions  of  the  country,  without  the 
slightest  danger  of  running  into  excess.  Let  the 
position  once  be  established  that  the  currency  has 
been  unduly  contracted,  and  should  be  extended,  and 
any  half  dozen  practical  men  in  London  will  in  half 
an  hour  be  able  to  devise  a  system,  which  shall  pro- 
vide a  currency  perfectly  safe,  far  more  convenient 
than  sovereigns,  not  liable  to  be  withdrawn  by  the 
effects  of 'a  bad  harvest ;  and  which,  without  the 
slightest  danger  of  an  over-issue,  shall  give  ample 
development  to  the  energies  and  industry  of  the 
country. 

So  far  has  the  system  of  basing  our  currency  ex- 
clusively upon  gold  been  from  providing,  as  it  was 
prophesied  it  would,  a  check  on  improvident  specula- 
tion and  over-production,  that  it  has  greatly  aggra- 
vated both  these  evils.  Never  has  absurd  and  ex- 
travagant speculation  been  more  general  in  society 
and  more  ruinous  in  its  effects,  than  since  the  gold 
system  was  introduced.  The  enormous  folly  of  the 
South  American  mania  in  1825,  of  the  Joint  Stock 
mania  of  1835,  of  the  railway  undertakings  in  1845, 
all  took  place  under  the  boasted  system  of  golden 
checks  against   such  absurdities.      Nothing  of  the 
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kind  had  been  experienced  before  for  above  a  cen- 
tury, when  the  Mississippi  Scheme  in  England,  and 
Law's  still  more  ruinous  undertakings  in  France, 
shook  society  in  both  countries  to  its  foundation. 
Nay,  as  if  to  place  it  beyond  a  doubt  that  the  bullion 
system,  so  far  from  being  an  antidote  to  the  evil,  is 
its  greatest  aggravation,  absurd  and  ruinous  specula- 
tion has  been  much  more  prevalent  in  England  of 
late  years,  where  one-pound  notes  were  prohibited, 
than  in  Scotland,  where  they  still  exist  under  re- 
strictions, and  till  1844  were  wholly  unrestrained, 
except  by  the  obligation  to  pay  in  Bank  of  England 
notes  or  specie.  For  one  irrational  and  ridiculous 
railway  speculation  which  has  been  hatched  in  Glas- 
gow with  Scottish  notes,  ten  have  been  produced  in 
Manchester  and  Liverpool  with  English  sovereigns  ; 
and  of  those  which  are  of  Scottish  birth  Sore  than 
half  have  been  supported  by  subscriptions  obtained 
from  Lancashire  and  the  English  manufacturing 
districts. 

The  way  in  which  the  bullion  system  has  aggra- 
vated instead  of  lessening  the  evils  of  improvident 
speculation  is  very  apparent.  It  has  introduced  such 
uncertainty  into  transactions  of  every  sort,  that 
trade  has  become  a  mere  matter  of  gambling.  The 
time  was  when  profits  in  business  were  small  but 
steady,  and  regularity  of  habit  and  undertakings 
was  the  surest  passport  to  success.  But  these  times 
are  past — the  bullion  system  has  rendered  mercantile 
business  of  all  kinds  the  most  hazardous  of  all  specu- 
lations.   It  has  made  it  the  greatest  and  most  danger- 


74  FREE  TRADE  AND 

ous  system  of  gambling  that  ever  was  invented. 
So  perilous  has  mercantile  adventure  in  consequence 
become,  so  numerous  are  the  risks  with  which  the 
path  of  the  merchant  is  beset,  that  it  has  become 
next  to  impossible  to  pursue  a  sober,  steadfast,  pru- 
dent course.  So  immense  have  been  the  additions 
which  the  mutations  of  the  currency,  and  periodical 
contractions  of  credit,  have  made  to  the  ordinary 
perils  of  the  winds  and  the  waves,  that  the  most 
cautious  trader  is  now  exposed  to  nearly  as  great 
risks  as  the  most  reckless.  A  bad  harvest — three 
weeks'  rain  in  autumn — a  blight  in  the  corn — a  rot 
in  the  potatoes — a  murrain  in  the  cattle,  is  at  any 
time  sufficient,  by  occasioning  an  export  of  a  few 
millions  of  sovereigns,  to  blast  the  most  prudent 
undertakings,  and  ruin  the  wisest  men.  A  con- 
siderable importation  of  grain — such  an  importation 
as  it  is  the  great  object  of  the  free-trade  system  to 
introduce  and  render  permanent,  is,  at  any  time, 
sufficient  to  render  half  the  traders  in  the  kingdom, 
with  the  exception  of  the  great  capitalists,  bank- 
rupt. No  amount  of  prudence  and  circumspection 
on  the  part  of  the  merchant  or  manufacturer  can 
guard  against  the  effects  of  the  sudden  stoppage  of 
credit,  and  refusal  of  accommodation,  which  arises 
from  an  exportation  trifling  in  amount,  but  ruinous 
in  its  consequences,  of  the  precious  metals.  A  nation 
possessing  two  hundred  millions  a-year  of  solid 
realised  income,  independent  of  professional  income, 
whose  capital  exceeds  five  thousand  millions  sterling, 
finds  itself  reduced  to  the  verge  of  bankruptcy  by  the 
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exportation  of  five  millions  of  sovereigns  in  exchange 
for  food  !  This,  too,  takes  place  at  a  time  when  the 
Bank  has  £10,000,000  of  sovereigns  still  in  its 
coffers,  when  trade  is  in  an  uncommonly  healthy 
condition,  imports  great,  exports  above  fifty  millions, 
and  nothing  exists  to  derange  commerce  but  the 
artificial  perils  with  which  erroneous  human  laws 
have  environed  the  currency. 

In  such  a  state  of  things  it  is  not  surprising  that 
extravagant  speculation  in  all  classes  should  rapidly 
supplant  regular  sober  industry.  The  danger  is  as 
great  to  the  cautious  trader  as  the  extravagant  spe- 
culator :  the  chances  of  gain  are  much  less.  This 
conviction,  forced  upon  the  minds  of  all  by  dear- 
bought  experience,  has  rendered  the  once  deliberate 
British  traders  a  nation  of  gamblers.  Like  soldiers  on 
the  eve  of  battle,  or  sailors  exposed  to  the  dangers  of 
the  ocean,  they  plunge  into  the  perilous  stream,  and  seek 
to  compensate  extraordinary  risks  by  extraordinary 
gains.  "  Eat,  drink,  and  be  merry,  for  to-rnorrow 
we  may  die,"  has  become  the  motto  of  English  com- 
merce. Like  sailors  in  a  shipwreck,  they  fly  to  the 
spirit-room,  for  there  is  no  use  in  applying  to  ordi- 
nary and  habitual  food.  Thence  colossal  fortunes  to 
the  few  who  gain  prizes  in  the  golden  lottery,  and 
ruin  to  the  many  who  are  shipwrecked  in  the  hazardous 
strife; — thence  general  uncertainty  in  all  transactions, 
and  a  feverish  desire  for  instant  profit  in  all  persons; — 
thence  enormous  gains  to  the  rich,  who  can  stand  the 
chances  of  such  a  lottery,  and  general  ruin  to  the 
poor,  who  find  their  little  all  swallowed  up  in  it. 
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Every  one  seeks  to  make  a  fortune  in  a  few  years, 
well  knowing  that  a  few  years  more  will  bring  a 
contraction  of  the  currency,  general  insolvency,  and 
probable  ruin.  These  are  the  evils  which  the  basing 
of  the  currency  on  gold  were  intended  to  obviate ; 
but  they  are  precisely  the  ones  which  it  has  produced, 
because  gold,  being  the  most  portable  and  valuable, 
is  the  most  fluctuating  and  eluding  of  earthly  things. 
Nothing  moves  so  rapidly  from  country  to  country  ; 
nothing  is  so  liable  to  be  affected  in  its  value  and 
abundance  by  external  or  internal  changes.  To  rest 
a  currency  exclusively  on  such  a  basis  is  to  cast 
anchor  in  the  clouds. 

Mr  Goddard,  a  Lancashire  merchant  of  great  emi- 
nence and  respectability,  a  zealous  free-trader,  and 
member  of  the  Anti-Corn-Law  League,  has  thus  ex- 
pressed himself  in  the  letter  on  thissubject  he  has  lately 
addressed  to  the  Manchester  Chamber  of  Commerce : 

"  I  declare  to  you,  with  the  fullest  confidence  in  its  truth,  that 
until  our  money  laws  are  amended,  there  will  be  no  security  in 
trading  transactions ;  that  the  steps  already  taken  in  the  direction  of 
free  trade  will  fail  in  giving  prosperity,  and  that  the  productive 
classes  will  he  periodically  exposed  to  the  most  frightful  adversities. 

"  I  say,  without  the  slightest  reserve,  that  the  attempt  to  regulate 
the  currency  of  the  country  by  the  state  of  the  exchanges,  is  one  of 
those  foolish  things  which  will  be  scouted  by  posterity  ;  that  the 
attempt  to  make  all  debts  and  all  currency  convertible  into  gold  at 
the  price  of  <£3, 17s.  10|d.  per  ounce,  is  equally  absurd,  impossible  to 
effect,  and  productive  of  no  good  if  effected  ;  and  that  the  time  will 
come  when  no  arguments  heretofore  used  in  favour  of  the  corn  laws, 
however  preposterous,  will  be  regarded  with  so  much  contempt  and 
derision  as  those  used  in  support  of  these  attempts. 

"  The  object  of  the  bill  of  1819  was,  professedly,  to  give  a  stable 
currency ;  to  give  fixation  and  uniformity  of  value  to  our  paper  cur- 
rency ;    to  establish  a  money  in  which  the  business  of  the  country 
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could  be  at  all  times  transacted  with  safety  and  security.  Has  this 
been  accomplished  \  Have  not  fluctuations  in  prices,  in  the  value  of 
property,  and  derangements  in  trade,  been  much  greater  than  at  any 
former  period,  even  under  unlimited,  irresponsible  issues  of  paper 
money  f  Have  we  not  witnessed  the  wildest  speculations  and  the  severest 
depressions'?  Remember  the  commercial  disorders  of  1816  ;  the 
agricultural  depression  from  1819  to  1822;  the  Thistlewood  conspi- 
racy ;  the  death  of  Lord  Castlereagh  ;  the  commercial  panic  of 
1825  ;  the  commercial  depression  from  1828  to  1832  ;  the  strife  for 
Reform  ;  the  panic  of  1837  ;  and  the  numerous  trials  through  which 
the  community  has  passed  from  that  day  to  this  ;  to  say  nothing  of 
the  gigantic  efforts  to  obtain  a  repeal  of  the  corn  laws." 

To  the  same  purpose  it  is  stated  in  a  late  able 
Journal : 

"  Peel's  last  bill  was  to  preserve  the  currency  as  nearly  as  might 
be  in  an  equable  state  —  at  an  absolutely  equal  amount  —  that  so 
traders  might  not  be  confused  by  having  to  attend  to  aught  save  the 
supplies  and  the  consumption  of  the  goods  they  traded  in  ;  that  the 
honest  farmer,  miner,  manufacturer,  might  not  find  the  value  of  his 
produce  sunk  or  raised  by  decrease  or  increase  on  the  quantity  of 
the  measure  of  value.  Has  this  been  done  ?  There  were  lately  some 
days — some  awful  days — during  which  the  measure  of  value  had  alto- 
gether disappeared !  Mines,  mills,  and  their  produce,  had  no  value  ! 
With  a  famine  impending  over  the  land,  American  flour  would  not 
bring  money  !  All  because  a  few  millions  of  sovereigns  had  gone  from 
us,  leaving  twice  as  many  uncalled  for,  and  therefore  not  wanted,  in  the 
cellars  of  the  Bank  !  While  the  aim  of  Peel's  Bill  was  to  make  the 
quantity  of  currency  as  nearly  as  may  be  the  same,  its  actual  effect 
has  been  another  sliding  scale,  multiplying  the  subtraction  from  the 
currency  of  the  export  of  sovereigns. 

"We  pretend  not  to  understand  how  these  things  can  be  the  proper 
and  salutary  results  of  the  Great  Regulatory  Bill.  Nor  do  we  think 
it  necessary  to  trouble  ourselves  with  such  vain  inquiries.  We  see 
that  the  bill  is  a  failure  in  practice  :  we  knew  that  it  was  wrong  in 
moral  design  ;  that  it  aimed  at  regulating  what  is  above,  or  beneath, 
or  beside,  the  regulation  of  Government;  that  it  intruded  the  official 
clerk  into  our  private  business ;  that  it  carried  on  the  most  difficult,  de- 
licate, and  dangerous  departments  of  trade — the  trade  on  credit — that 
its  whole  principle,  and  its  every  practice,  was  interference — inter- 
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ference  which  its  very  author  had  admitted  to  be  too  dangerous  and 
impracticable  for  the  rougher  trade  in  beaves  and  grain/'* 

If  these  considerations  were  of  moment  before, 
they  have  acquired  a  tenfold  importance  now,  in  con- 
sequence of  the  establishment  of  free  trade  as  the 
general  policy  and  law  of  the  empire.  Such  a  system, 
with  whatever  benefits  it  may  be  attended,  will  un- 
questionably be  attended  with  this  effect — that  it 
will  introduce  and  fender  "permanent  a  great  importa- 
tion of  foreign  grain.  That  is  the  very  thing  which 
was  intended,  and  which  the  nation  considers  so  desir- 
able. But  it  is  in  vain  to  expect  that  the  corn- 
growing  countries  are  to  take  off  our  manufactures  as 
fast  as  we  take  off  their  grain.  Ages  must  elapse — 
generations  go  to  their  graves — before  the  serfs  of 
Poland,  or  the  half-savages  on  the  Mississippi,  have 
either  acquired  the  wealth  to  purchase,  or  the  habits 
to  desire,  the  manufactured  luxuries  of  this  country. 
Free  Trade,  then,  being  assumed  as  a  fixed  principle 
of  British  policy,  a  change  in  the  currency  laws  has 
become  indispensable,  or  we  shall  be  permanently  in- 
volved in  the  difficulties  with  which  we  are  now  sur- 
rounded. Lord  Ashburton  puts  this  vital  considera- 
tion in  a  very  clear  point  of  view : 

"  The  character  of  the  late  demand  upon  us  for  gold  must  also 
be  considered.  It  was  for  food  suddenly  wanted  ;  if  those  wants 
continue,  we  must  have  the  supply  or  starve,  whatever  may  be  the 
state  of  our  paper  circulation  ;  and  how  can  it  be  supposed  that 
you  can  suddenly  create  by  cheapness  new  markets  for  goods  rather 
of  luxury  than  of  necessity,  a  creation  which  all  practical  men 
know  to  be  a  work  of  time,  and  therefore  wholly  unfit  as  a  remedy 
for  an  immediate  emergency  ?     If  food   from  America  be  further 

*  Midland  Counties  Herald,  June  1,  1847. 


A  FETTERED  CURRENCY. 


79 


required  by  another  failing  harvest,  we  must  pay  for  it  as  well  as 
our  means  and  credit  will  permit ;  but  it  would  be  idle  to  suppose  that 
we  can  at  once  create  a  corresponding  market  far  our  own  goods,  and 
that  the  people  abroad  will  wear  two  coats  and  two  shirts  because  ive 
wish  to  sell  them.  It  would  be  perfect  suicide  to  determine  by  law, 
that  if  this  irresistible  demand  should  come  upon  us,  so  as  further 
to  lower  the  treasure  of  the  Bank,  the  trade  of  the  country  is  to  be 
oppressed  by  a  further  turn  of  the  screw,  until  the  notes  of  the  bank 
are  reduced  within  the  arbitrary  limits  of  the  act  of  1844.  It  must 
always  be  kept  in  mind,  that  a  given  amount  of  reduction  of  notes 
may  require  a  greatly  increased  reduction  of  accommodation  of 
trade,  and  that,  after  all,  the  bank  might  be  exposed  even  with  its 
minimum  of  notes  out,  should  the  exhaustion  arise  from  a  neces- 
sity to  pay  for  food, — a  necessity  which  admits  of  no  compromise."* 

We  conclude  with  two  observations,  to  show  we 
have  no  wish  to  avoid  either  the  practical  or  theo- 
retical difficulties  with  which  the  question  is  beset. 

First,  It  is  asked,  What  ivould  you  do  to  remedy 
this  existing  evil?  We  answer,  Extend  the  Currency, 
and  provide  one  which  shall  be  ready  to  expand,  in- 
stead of  contracting,  when  the  gold  is  withdrawn. 
This  may  be  done  either  by  allowing  the  Bank  of 
England  to  issue  one-pound  notes  ad  libitum,  under 
the  obligation  of  paying  them  in  gold  or  silver,  at  the 
current  market  price  of  those  metals  when  presented; 
or  by  Government  issuing  notes,  embracing  those  for 
one  pound,  to  the  extent  of  the  sum  annually  expended 
for  payment  of  all  public  creditors  and  functionaries. 

Second,  In  answer  to  Sir  R.  Peel's  celebrated 
question,  what  under  the  paper  system  is  a  pound 
sterling,  we  reply  by  asking  in  return,  "  What  is  a  ton 
of  iron  ?"  A  pound  sterling  is,  or  should  be  a  certain 
weight  of  pure  gold.     If  it  be  asked  farther,  what 

*  Commercial  Crisis,  p.  29. 
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is  it  worth  ?  we  answer,  what  it  will  bring,  like  any- 
other  commodity  in  the  market  at  the  time.  What, 
then,  is  the  use  of  a  coinage  ?  Its  use  is,  in  Locke's 
words,  to  afford  a  guarantee  to  the  holder  that  the 
piece  coined  is  of  the  requisite  weight  and  fineness, 
so  as  to  prevent  all  higgling  on  these  points  when 
it  passes  from  hand  to  hand.  What  need  is  there 
then  for  bank  notes  ?  To  represent  gold  and  silver 
coin  when  they  cannot  be  obtained  in  sufficient 
quantities  for  the  necessities  of  commerce,  and  supply 
their  place  when  they  are  withdrawn  for  a  time 
by  the  balance  of  trade  proving  unfavourable  to  this 
country. 
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